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I ngl ewood, California, Thursday, April 25, 2002
10: 00 A M

MR, WOOD: Good norning and wel cone to the
regul arly schedul ed nmeeting of the California Horse
Raci ng Board. This nmeeting is being conducted on
Thursday, April 25, 2002. W're in the Sunset Room
at the Hollywod Park Turf Club in Inglewood,
California.

Present at today's neeting are: Chairman,
Al Landsburg; Vice Chai rman, Roger Licht;

Conmi ssioner, WIIliam Bi anco; Commi ssi oner
Sheryl Granzella; M. John Harris; Comr ssioner
Marie Moretti and Commi ssi oner, John Sperry.

Before we begin with this nmorning's
meeting, | would respectfully request if you have
testimony to present to the board, that you | eave
your name and your organization with our court

reporter. |If you have a business card to provide
her, that woul d be acceptabl e.
Wth that, I'd like to turn the neeting

over to our chairman, M. Alan Landsburg.

MR. LANDSBURG. Thank you. Couple of notes
before we enter into the agenda. For those of you
who nmay or may not have heard, one of the great white
lights of racing, John Maybe (phonetic), passed away

last night. It is the feeling of the Board that
we -- certainly nmy owmn feeling, I'msure those of the
Board -- that we offer our condol ences to Ms. Betty

Maybe. And racing has lost an inportant friend.

That being sad news, nmoving on to an item
of -- well, | can't call it relatively good news,
because we are also losing the services as of today,
M. Al Carw cky (phonetic), to his dedicated service
to racing. And fromall of us, we wish himthe best
inretirement. Get thee to your farm Al.

(Appl ause)

MR. LANDSBURG. We wel cone as his very capabl e
repl acenent, a man of great industry works who has
been around the horn and will certainly be an
effective replacement, we trust, for M. Carw cky,
Tom Vorel |l a.

Tom would you stand up

(Appl ause)
MR. LANDSBURG | had one ot her personal note or
board note, if you will. Just to recogni ze sonething

of heartened mnd, ethics |aw and personal feelings.
Wat ching the progress of Patrick Val enzuela as a
rider, based on a board decision that he can renew
his license if he has been good. And apparently he
has been good. |I'mglad to recognize his
contribution to racing as a rider because it's

wel come. And hope that we don't run into any further
problemw th him
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Having said that, we'll nove on to the

approval of the minutes of the regular board neeting
of February 21st, 2002.

MR, HARRIS: |'ve got a couple of corrections to
some of ny remarks. On page 2, | pointed out a
problem | felt with the racing form The way the
m nutes read, it says the racing formoffered
accounts of Internet web sites and ot her wagering
facilities. That was not the problem | don't have a
problemw th offering ads on XpressBet or YouBet or
sonebody's that's |icensed.

My problemis that they offer advertising
on of fshore wagering facilities that feature sports
betting that is clearly illegal in the United States;
that they're advertising illegal types of betting in
a publication that is widely circulated in the
racetracks. That's on page 2.

Al so, on page 15 we were tal king about the
veterinary hospital at Golden Gate Fields. And it
says, "Comm ssioner Harris said he did not believe
the Board wi shed to becone involved in negotiations
regarding the hospital." [If -- ny intent was not so
much that we're not involved. It was that we should
be invol ved and shoul d, you know, urge the conpletion
of the hospital, but should not be m cromanagi ng the
process. And the parties involved should be aware
that they were the leaders in it and weren't | ooking
to the Board strictly to take the | ead, but that we
were oversight, but that they still needed to bring

the thing to fruition.

MR. LANDSBURG.  Any further comrents on the
m nut es?

MS. MORETTI: | was going to nove to adopt the
m nutes with that caveat.

MR. LANDSBURG. A notion has been nade to adopt
the minutes as corrected.

MR. BLAKE: Seconded.

MR, LANDSBURG. All in favor say aye.

(Voi ce vote response)

MR. HARRI'S: Are these m nutes avail able on our
web site? Sonetines we send out the minutes as part
of our neeting packet. But if we namke corrections
and so forth, do they get corrected on the web site?

MR. WOOD: They're available. W've had a
slight delay in a couple mnutes getting back from
the court reporters because of the length of the
first two nmeetings we had this year. But we get
the -- caught back up. These will be available with
the corrections.

MR, HARRIS: As part of the circulation process,
they go to anybody that's interested in receiving
t henf

MR. LANDSBURG. A notion has been nade, seconded
and approved unani mously by the Board. The corrected
m nutes will be accepted.
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Itemtwo is a discussion and action by the
Board on the Application for License to Conduct a

Horse Raci ng Meeting of the San Joaquin Fair at
St ockt on conmenci ng June 12 through June 23, 2002,
i ncl usive.

Jacki e.

MS. WAGNER: Good norning. Jackie Wagner,
C.HRB. Staff. The application before you is from
the San Joaquin County Fair at Stockton. They're
proposing to race from June 12th through June 23rd,
ten days, which is the sane nunber of days they raced
in 2001. They are proposing to race a total of
104 races. That's the same they ran in 2001

They will be racing five days per week,
Wednesday t hrough Sunday with ten races per day the
first week. The second week, they will have ten
races per day, Wednesday through Friday, and 12 races
on Saturday and Sunday. The first post time will be
12:45 p.m And they have a 3:15 p.m post on Friday.

We have itens that are notated in the
analysis that are still mssing. W have received
the horsenen's agreenent. W have received the nane
of the entity that will provide the printing of the
prograns. W al so have received the nane of the
entity that will provide the portable stalls. This
application is still missing the fire clearance and
the nane of the timer and the stewards.

Staff would recommend to the Board to
approve the application contingent upon receivVing
that information.

MR, HARRIS: | had a couple questions on this
application.

" m concerned that we maintain the
coordi nati on of post tinmes. And it appears that
these post tinmes they have |isted woul d not
correspond well with all the parks' post tines. |
wonder if somebody can conment on that.

M5. WAGNER: W have sonebody representing the
fair to speak to that.

MR, KORBY: Chris Korby, California Authority of
Raci ng Fairs, speaking on behalf of San Joaquin Fair
Conmmi ssi oner, we al ways nake every effort to
coordi nate post tines with Southern California and
with any other racing associations running in
Nort hern California.

MR. HARRI'S: | assume you do. It would be nice
if you could nake every effort when you fill out the
application if you get it right the first tine.

MR, KORBY: | will carry that nessage to the
fair.

MR, HARRIS: | think if you make every effort to
do that. It didn't cone out that way. It seened

like it should be consistent wagering at the fairs.
Apparently, there's dollar pick three's.
Woul d they have dollar pick three's and
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rolling doubles at Stockton |like the other fair?
MR, KORBY: 1'Il talk to the fair about that. |
don't know why the Stockton fair could not initiate

t hat .

MR. HARRIS: It seens |like whatever it is, it
shoul d be somewhat uniform unless there's sone
i ndividuality thoughts on the fair. But hopefully
the fair would be coordinated and have a simlar
format and hopefully be simlar to the format of
Sout hern California. Because with all the different
wagering going on in California, | think it's good
for the patrons to know there's sonme continuity, and
it's not one whole deal one place and one whol e dea
anot her pl ace.

MR, KORBY: We work hard to acconplish that.
There are sone | ocal traditions that continue.
think we got closer to consistency through the
circuit.

MR. LANDSBURG. | believe there's a note asking
for the option to have one dollar wagers on exactas
and trifectas on page 5 of -- on the bottom of page 5

of the |icense request.
MR, HARRIS: It didn't have pick three's.
Also, | didn't see a racing secretary
listed for this neet.
MR, KORBY: It should be listed on here.
Is he not?
MS. MORETTI: On page 8.
MR. KORBY: Robert Marino. |If he's not here --
MR HARRIS: It is. It wasn't on the first
part. | see it back there.

MR, WOOD: Just to clarify, is your first post
time going to remain 12:45? |Is that correct?

MR. KORBY: That's what the fair has listed on
here. |If there's a conflict with Bay Meadows or
Hol | ywood Park, we can take a | ook at that and ask
the Board to allow us to revise it

MR, HARRI'S: As | understand now the post tinmes
at Holl ywood Park are 1:15 and Bay Meadows are 1:00.
So it seens |ike somehow you could coordinate with
t hem

And | don't know, on, like, the last Friday
when you overl ap Hol | ywood Park, there should be sone
t hought given to the best opportunity there. [|f you
woul dn't be better off trying to go a little later on
Friday afternoons to pick up sone of that -- the late
af t ernoon handl e.

MR, KORBY: |If the Board would permt nme, | wll
go back to the fair, and we will work out a post tine
that is coordinated with the post tinmes at Holl ywood
Park and Bay Meadows and conme back to M. Wbod with
that. We don't run past daylight.

MR. HARRI'S: Daylight goes to 8:00. |If they can
start at 3:00 or sonething.

MR. LI CHT: They are.
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MR, KORBY: 3:15 on Fridays is the schedul ed
post tine.

MR, WOOD: If you start at 12:45, Bay Meadows at
1: 00 and Hol I ywood Park at 1:15, is that not an

acceptabl e coordination, or is that unacceptabl e?
What's on top of --

MR. SPERRY: Either way, why is there a conflict
in the second race?

MR, WOOD: You have to adjust yours to not have
the conflict in the second race.

MR. KORBY: If the Board will permt, I'Il go
back to the fair. W' Il work out the details of that
and cone back to M. Whod. Perhaps if we adjusted it
five to seven mnutes either direction, that should
accommodate it.

MR. LANDSBURG  You have that power to do that
Under the rules, you have a ten mnute -- | believe.

MR, WOOD: Once they set their first post tine,
unl ess the Board approves, in the past. The Board
now neets and approves admini stratively changes the
post tinmes up to 15 mnutes if the Board made it
anongst the individual tracks. If you will allow
this through his application with that adnmi nistrative
approval, that would be satisfying.

MR. LANDSBURG  Thank you. Just one other --
Ed, I'msorry, sir. Conment?

MR. HALPERN:. Ed Hal pern, California
Thor oughbred Trainers. Regarding the horsenen's
agreenents, Comm ssioner, we at California
Thor oughbred Trai ners have reached a tentative
agreenent with M. Korby. | would ask that the
approval here be contingent on the Board's receipt of

that; that it has not been signed yet.

MR, LANDSBURG It is required, so we will --
Ed, | don't want to go past this note. It is ny
under st andi ng that the horsenen's agreenent that
T.OC signs is sufficient. [|I'm-- under the rules
that -- under which we operate. [|'m not absolutely
sure of that, but | believe that's the case.

MR, HALPERN:. | woul d dispute that respectfully.
I think the sections that create the requirenents for
the T.O.C. make it clear that the horsemen's
agreenent is required with the C.T.T. also, because
of the kinds of terms that are included and required
to be included and because of the specific |anguage.

But it was not done historically. A couple

years ago we started doing it with all the tracks.
And we now do it routinely with all of the tracks in

California. This will be the first time we've
required it of the fairs. | just think nobody
brought it up before we raised that issue.

MR. LANDSBURG. | would like to hold that
suggestion in abeyance until |'m sure that we are on
the proper ground. | will ask the attorney genera

to take it under advisenent and advi se the Board as
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to what we can do
At the nonment, the approval is apparently

conplete. But we will have a reading on it. And I
will be able to get back to you as well when we have
the attorney general's view. And we'll nove on from

there. At the monent, in its current form do we
have a motion --

MR. LI CHT: | have a question.

Yest erday, Chris, at our Pari-mutuel
meeting we tal ked about these two eyesores, in ny
m nd; Holiday Beach Hotel and Raci ng and Gam ng
Servi ces.

Were you able to cone up with any
i nformati on on what's being done with that?

MR, KORBY: | did. Follow ng our conversation,
| asked our people to pull sone nunbers on that. And
I have the handle figures for those two sites.
During the Al ameda County Fair, R G S. handl es sone
$47,000 a day, | believe it was. And during the
San Joaquin County Fair, it was sonmething |less than
that, about $40,000 a day.

MR. LICHT: Significant nunbers.

MR, HARRI'S: You saw in that signal for how
much? Three percent?

MR. KORBY: Four percent |ast year, is ny
under st andi ng.

MR, LICHT: | certainly don't want to hold up
these applications. But I'mgoing to reiterate what
| said yesterday. |It's nmy personal position that in
the future, | don't know when that's going to be,
will not vote for any license application that
i ncludes the assignnent of a |license to take wagering
at either of these two places until |'m convinced

that, A there are no rebates being provided through
either of them which I know, in fact, there are.
And, 2, that no California residents are betting
t hrough them which I know, again, it is a fact that
they are doing that, unless sonmeone convinces me to
the contrary. | think it's an outrage that we
contract with these people under these circunstances.

MR, KORBY: We heard the di scussions yesterday,
and we | ook forward to participating in any
di scussi ons about the Board's policy with respect to
this and | ooki ng at any documentation about what
constitutes a rebate and what rebates are bei ng nmade.
We | ook forward to working with you on that.

MR, LICHT: And taking wagers from California
residents, right?

MR. KORBY: Yes.

MR, HARRIS: On that issue, which | think goes
into the Al aneda application, can you give us a
report on the status of the A.D.W riders that the
fairs are working with, negotiations going on there?

MR. KORBY: We are in active discussions with
all three license providers. | would -- | don't want
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to disclose too much of that here in public forum
before we're ready to announce that we have an
agreement in place. But we're getting close.

MR HARRIS: | would certainly urge the fairs to
try to work out sone sort of an agreenent with
sonmebody, preferably that has good exposure to

California on television, because | think that would
help the visibility of the fairs.

MR. KORBY: We agree.

MR. BIANCO Wth the worknen's conp,
was curious to find out if that's a problemfor
everybody? Do we have enough to have full fields at
the fair, or are we going to have short fields
because of trainers not comng in California?

MR. KORBY: That's a concern for all of us.
We're working hard to make sure we have the best poo
of horses that we can get. Last weekend we had a
weekend recruiting effort over at Turf Paradise.

Turf Paradi se handl ed the ducktails nicely with
sumrer fairs. And there's a conpl enent of horses
that come from Arizona every year. W want to assure
trainers that they were still welcone to cone run our
races. We want to extend that warm wel cone to al
trainers on the west coast. W |ove to have them
cone in at the fairs that w shes to.

We're participating in the industry
di scussi ons about a possible solution to the workers
conpensation issue. It's a thorny issue. | think
there's probably a market solution there and maybe
| egislative solution there. And nmaybe it's a
conbi nation of both that ends up hel ping overcone the
probl em

It's an acute issue for us because there
are a nunber of policies that we'll be exploring at

the end of June which falls during Al ameda County
Fair. That's of some concern to us. During
conversations with M. Hal person the other day, |
noted that we'd like to make facilities available to
any representatives of insurance brokers who woul d
care to come work with trainers about new policies
or trainers who are running at the fairs. W'd like
to facilitate that as nuch as we can.

MR, LICHT: It would be great if the next fair
that requests a |icense, you can cone back and report
what your personal interactions were with these two
hol i days and what they tell you about their nature of
taki ng wagers from California residents or rebates.

MR. KORBY: We will do that.

MR, LANDSBURG Are there any further discussion
of the Stockton -- the San Joaquin Fair license? |If
not, we'll entertain a notion to approve the license
for Stockton for application of the license to
conduct a horse race nmeeting at the San Joaquin Fair

MR. SPERRY: So noved

MR. LANDSBURG. Moved by John Sperry.
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M5. MORETTI: Second.
MR. LANDSBURG  Seconded by Ms. Mbretti
All in favor all say aye.
(Voi ce vote response)
MR. LANDSBURG.  Unani npously carri ed.
Before we go on to the next item just a
brief flag to put up. The Board woul d appreciate any

advance notice to the Race Dates Conmittee of
requested changes in race dates as soon as possible
so that we do not wind up with a last mnute rush to
try and figure out how to adjudi cate race dates.
Again, if there are any inportant changes in the
request for race dates, as they are set up for this
year, we would greatly appreciate having notification
in front of the various associations wanting changes
so that we can discuss it within the Race Dates
Committee and have a firm proposal on the Board when
that occurs. So it's just a courtesy to us. And
we'd like to see it happen

Movi ng on to the next item of the agenda,
Di scussi on and action by the Board on the Application
for License to Conduct a Horse Raci ng Meeting of the
Al aneda County Fair in Pleasanton comrenci ng June 26
through July 7, 2002.

Jacki e.

MS. WAGNER: Jackie Wagner, C.H R B. Staff. The

Al ameda County Fair has filed an application for
proposi ng racing from June 26 through July 7, 2002
for 11 days, which is the same they raced in 2001
They're proposing to race a total of 121 races, which
is also the sane they raced in 2001

They will be racing Wednesday t hrough
Sunday with five days of racing the first week.
Si x days of racing the second week. The first post
time is 12:15. They will be utilizing the C. H R B.

rules for their wagering program
The anal ysis indicates a nunber of nissing
itenms. We have received the horsenen's agreenent

fromT.O C., the nane of the entity that will provide
the printing of the prograns. W've also received
the nane of the entity that will provide the portable
stalls.

We are still mssing the fire clearance.
The workers' conpensation is scheduled to expire,
believe, July 1st. That will be reviewed. And we're
still mssing the name of the starter, timer, second

patrol judge, fitness veterinarian and track
veterinarian.

Staff would recommend that the Board woul d
approve the application upon receiving the additiona
information. | do have a representative fromthe
fair.

MR. LANDSBURG. Di scussion of the --
MR. LICHT: Just the sane remarks that | nade
with respect to Stockton, and | hope that there's



21
22
23
24
25
26
27
28
0021
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0022
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19

followup on this one, too

MR. KORBY: We'll be prepared to discuss that at
t he next neeting.

MR. HARRIS: | think all associations with dates
request coming up, | think we need to take a | ook at
that policy and really have them be prepared to
explain to the Board where they are. Because
think -- historically what happens is kind of every

possi bl e outlet has been listed. And | don't think
that's necessarily the best policy.

MR. KORBY: | would like to introduce M. Rick
Pi ckering, the Chief Executive Oficer, fromthe
Al aneda County Fair.

MR. PICKERING M. Chairman, on behalf of the
Al anmeda County Fair Racing Association, we believe
that we can, in witing, put RGS. on notice that if
we do not receive tinmely, accurate information, that
we will not be contracting with themin 2003.

MR. LICHT: Tinmely, accurate information or
maybe an affirmation that they do not rebate any
noney to anybody under any circunstances, and they
will not take wagers from California residents.

MR, PICKERING | can speak on behal f of the
Al aneda County Fair. We will put them on notice that
we will not contract with themin 2003 under those
ci rcumst ances.

MR. LANDSBURG. In respect to the application,

and | call Ed Halpern on this, | see on page 4 of
your application there is no recognition of CT.T. in
your -- bottom of page 4. It recognizes the

horsenen's organi zation, does not have a C.T.T. as a
not ed organi zati on.

MR, KORBY: M. Chairman, in reviewing this
yesterday, this is a sensible phone call with Rick
And | subsequently tal ked to our financial officer
It's an oversight. W apologize for that. W can

confirmthe anmounts of noney that were paid | ast year
to CT.T. and the projections for this year. | have
that with me and will furnish it to Jackie.

MR, PICKERING |If | mght add, Al ameda County
Raci ng Associ ation had a wonderful relationship with
C.C.T. the last two years, particularly on the back
side, and the Christnas prograns that we're doi ng now
as well as the racetrack chapel (phonetic) team And
this spring we've enbarked upon both nedical and
dental services on the back side in concert wth
C.CT.

MR. LANDSBURG. G ad to hear it.

MR, HARRIS: On the stabling, on page 4 of the
application tal ks about stable accommdations. It
menti ons Al anmeda County Fair, 684 stalls including
Gol den Gate Fields of 1400. Now, Bay Meadows i s not
listed.

Peopl e could stay at Bay Meadows, or is
Bay Meadows going to be cl osed?
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MR. PICKERING W' re happy to take horses from

Bay Meadows.
MR. HARRIS: | don't know if they're open or
not, though. | assunme they're open

MR, KORBY: My understanding is Bay Meadows is
open.

NR. HARRI S: They weren't listed. | didn't know
if the was sone reason for that.

NR. WOOD: I f you | ook on page 6 --

MR. HARRI S: Page 4 doesn't.

MR. PICKERING M. Chairman, we're certainly

happy to take horses from Bay Meadows on a year round
basis. Approximately 10 percent of all horses racing
at Gol den Gate and Bay Meadows are trained in

Pl easant on.

MR, HARRIS: | think | maybe have an old item
here.

MR. KORBY: Commissioner Harris, | believe
that's under item6, page 6. It's section D

MR, HARRIS: It's a little confusing because
there's -- okay. | see it -- what it is now

MR, LANDSBURG. |Is there any further discussion
of the license application for the Al aneda County
Fair? [|'ll entertain a nmotion, then, to approve the
Iicense application.

M5. CGRANZELLA: So noved.

MR. LANDSBURG So noved by Ms. G anzell a.
Seconded by Comnmi ssioner Mretti. Al in favor?

(Voi ce vote response)

MR, LANDSBURG. All opposed? Approval for the
application license to conduct horse racing neeting
of the Alameda County Fair comencing June 26 to
July 7th is approved. Thank you.

We now enter a world of specific provisions
and general provisions. The adoption of the proposed
energency regul ations of Article 28, Backstretch
Wor ker Housing, and Rule 1928, Fire Regul ations.

Article 28 contains a nunber -- let nme call thema
nunber of specific rules and definitions of them
Jacki e.

MS. WAGNER: Jackie Wagner, C H R B. Staff. As
you are well aware AB471 anended the horse racing | aw
to provide that the Board adopt energency regul ati ons
addr essi ng backstretch worker housing. The new
article, Article 28, contains the rules that we're
proposing that will address this particular issue.

The proposed regul ati on provides a nmnimum
standard for backstretch worker housing as well as
health and safety neasures. Article 28 contains
six rules, which will be newto the Board's rules and
regul ations. And it also contains an anmendnent to
the existing rule, which is Rule 1928.

The rul es were presented before the
Benevol ent Committee for discussion and approval .
Staff recomends that the Board adopt the proposed
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energency regul ati ons as presented.

MR. LANDSBURG |Is there discussion of these
rules and their definitions?

MR HARRIS: Are we going to take them one at a
time?

MR, LANDSBURG. Yeah. We'Ill go one at a tine,
but I wanted to start with the general position and
nove on to definitions.

MS. WAGNER: For clarification, Comr ssioner
the OFfice of Administrative Law has assured staff

that this proposal can be adopted as an article. |If
we want to go through each rule, we certainly can.
But we can entertain one adoption notion for the
whol e article for the energency regul ati ons.

MS. GRANZELLA: After nunmerous neetings with

M. Sperry and |, the Benevolent Committee is
recommendi ng that we adopt Rule -- Article 28 and
1928 as a package.

MR. LANDSBURG. | have a question about only one

thing. The Board is charged with nonitoring worker
condi tions.

Have we put into operation a nethod for
such nonitoring?

MR. WOOD: M. Chairman, | can answer that. We
have started backstretch housi ng and workers
condition and inspections two years ago. And those
are on a regul ar basis.

MR. LANDSBURG G ven these specifics, we now
have specific things that we have to nonitor

Do we -- and | really ask this just for the
good of the Board and how we can do this -- do we
have enough expertise to fulfill the requirenents of
nonitoring these?

MR, WOOD: | can answer, yes, we do. W have

been doing that for the last two years in conjunction
with the county and state officials and racing

associ ations. And we have the expertise and
personnel to make sure these are enforced.

MR, HARRI S: Wi ch personnel do we have? |
mean, is it stewards? Investigators? Wo on the
backstretch is really responsible for this?

MR, WOOD: Two people. M. Mnam is the one
that does the inspection along with associate
stewards in cooperation with the physical plant
managenment (phonetic). W have people isolated to do
t hat inspection.

MR HARRIS: M concern is kind of ongoing
responsibility. It's not once a year

MR, WOOD: We do them before each neet opens, on
a yearly basis and on a regul ar basis.

MR, LICHT: | didn't notice anything about heat.

Is that required?

MS. WAGNER: Heating is not addressed in the
energency regulations. It was discussed in the
nmeeting that we have had. And it should be noted
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that these are just the emergency regul ations that we
are required to put in by statute in the 120 days.
We will have to come back to conplete the process, at
which time, we will make the regul ati ons permanent.
At that time, we intend to address the heating issue
and any other issues that would take nore research or
nore tine to cone to a resolution. So heating will
be addressed in the permanent regul ation

MR, LICHT: That's inportant. Wy wasn't it
addressed in -- it's alnost the nost inportant.

MS. WAGNER: W were unable, really, to cone to

a resolution as to what heating requirenments we would
require in terns of whether it would be space
heaters, a permanent heating system That prinmarily
centered around the discussion that we had. As soon
as we come to a resolution as to how to address that
subject, it will be.

MR. LICHT: Wy doesn't it just say that sone
heating is required? Any kind of heating.

MR. HARRI' S: Depends on the tenperatures
outside. But |I agree it's a problem because the
fire danger from-- one of the historic problens from
fires is that people don't have heating, so they have
sonme device for sone type of heating that could
create a fire danger. At sone point it needs to be
addr essed.

MR, WOOD: | think that one thing that we nust
point out is that the law that was all owi ng advance
uni oni zati on of the backstretch worker housing
condition inprovenents allowed a 180-day tinme frame
for us to wite an energency regulation. It also
charged the Board with a pronul gation of rules after
those enmergency regul ations cane into effect.

These are not the final housing standards
that we will create. Issues |like |ocks on doors,
heating, that are very conplicated that require nore
study and tine and input fromthe industry than
180 days. These are energency regulations, and we're
asking themto be adopted in accordance with the | aw,

and allow the Board the tine with the industry to
come up with the specifics for housing conditions and
requi renents and standards that we would be |iving
with for the rest of the racing tinme in California.
So this is an adm nistrative requirenment and | aw t hat
gi ves you an opportunity to enforce or place sone
regul ati ons, and al so gives you the responsibility of
future devel opnent, which would include sone very
conplicated i ssues that require study and input.

MR, LICHT: Law requires inplenented by when?

MR, WOOD: April of this year. W have
two nonths of intense work and nunmerous staff. And
we need to endorse these and inprove these and adopt
these at the board | evel and continue the process of
devel opi ng | ong-term standards which will |ook at the
situation as it is related to existing tracks in
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California and ones that may come on streamin the
future for housing standards. That's when the rea
wor k of the standards --

MS. MORETTI: | understand these are m ni mum
st andar ds.

If we were to adopt these as a package,
does that preclude us fromgoing in and | ooki ng at
the individual rules later?

MS. WAGNER:  No, it does not. It does not
preclude us from goi ng back and | ooki ng at the
i ndi vi dual rul es.

MS. MORETTI: Also -- sorry -- in regards to the

heat, is that sonething -- | presune one of the
things that we're doing is working with the county in
terms of their health and safety requirenents.

Is that part -- is the heat issue already
| ooked at in the county rul es?

M5. WAGNER: There are sone -- the heat issue is
| ooked at in the county rules. |It's also | ooked at
at the state level. We just need to come with a
resolution as to how we're going to handle it here in
our regs in ternms of |anguage and what we are
actually going to require.

MR, HARRI'S: Could we have said heating needs
woul d be in accordance with the county specifics or
sonmething |ike that? They are, | guess, anyway.

MR. BLAKE: These rules are required to be
reviewed by Ofice of Administrative Law. And they
will apply the usual standards, although, they do so
on an expedited basis. And the requirenments for
regul ations are that the | anguage be specific. And
the staff is precluded from using | anguage such as
"Providing reasonabl e heating" or "Mking appropriate
heati ng arrangenents" for -- to a |arge extent by
referring to county standards.

It does take tinme to wite in detai
exactly what is to be applied in each particul ar
| ocation. It will be self-contained within the
regulations. And so | think it's inportant at this
poi nt that the Board consi der adopting these as an

interimneasure, and that as the standards can be
applied and witten right into the regulation, the
regulation will grow both in Iength and specificity.

MR. HARRI'S: |'m bothered by the provision --
the first sentence where it says, "Nothing in this
article shall require associations or racing fairs
provi de housi ng for backstretch workers." Housi ng,
for the nost part, at |east thoroughbred tracks, has
been a big elenment of the backstretch, you know,
since the inauguration of racing. And |I'mnot sure
exactly if it's the legal obligation of the track to
provi de housing or not or who's really responsible
for it. But | would rather be silent on that and not
really say that we don't require to give the idea
that we aren't going to.
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My concern is an easy out for a racing
association or fair would be to say that we won't
have housing, and you guys figure it out. | think
that's really part of the overall structure of the
horsenen's agreenent and everything is that roons
and -- have been provided housing. And |I'd hate by
regulation to really walk away fromthat w thout nore
st udy.

MR, WOOD: One of the things that can be done to
address your question is the elinmnation of the first
sentence, striking the word "such." Making the
sentence read, "Backstretch worker housing that is
provi ded and associ ation shall be maintained in

accordance with this article and shall be kept free
of debris, garbage," et cetera. So that one change,
| think, will address your concerns.

MR, HARRIS: | would agree with that, if you
woul d take out the first sentence and start with the
second sentence. There is still going to be a debate
on the issue. At |least we're not making a statenment
about it.

MS. WAGNER: |I'll make that adjustnent.

MR, LANDSBURG. W th that adjustnent, is there
any further discussion of this Article 28, and can --
| believe we can now --

MR, HARRIS: | want -- | know we need to get
this done, but we've got to be practical on 3010. W
tal ked about the daily renoval of materials.

Is this a standard practice now at the
tracks that every manure pile is picked up every day?

MS. WAGNER: | believe it is. During the course
of the neetings that we had, when we proposed these
rules, there is no objection fromany of the
associations to that particular provision. So that
woul d be my guess.

MR, HARRIS: | think that's a good idea. | just
want -- tracks don't object now, they better be doing
it.

M5. WAGNER: They have not objected.

MR, LANDSBURG W clearly have nore work to do

on this. |Is there further discussion? |If there
isn't, I'll entertain a notion to accept Article 28
as the provisional and interimextent toward
fulfilling our obligation to the backstretch

condi tions be inproved.

MR. SPERRY: So noved

MR, LANDSBURG. Mved by John Sperry. Seconded
by Ms. Granzell a.

Al in favor.
(Voi ce vote response)

MR. LANDSBURG. Opposed? The Article 28 is
approved as anmended or as discussed. Thank you.
Movi ng on.

Report by C.H R B. staff on the A D.W
handl e through April 14th, 2002. John Reagan.
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MR. REAGAN: John Reagan, R-e-a-g-a-n, C.H R B.
Staff. As indicated in the staff analysis, through
the 14th we handl ed just under 23 million tota
A.D. W handl e representing about four percent of the
California ontrack and offtrack handle. At this
poi nt indications are that we are not seeing any
negati ve i npacts on the on- and offtrack handle in
California. We will certainly continue to nonitor.

Al so, |'ve added this month the fact that
of that handl e, 85 percent appears to be on the
t hor oughbreds, 10 and a half on harness and four and

a half on quarter. Those percentages will probably
change now that the T.V.G folks are taking the |ead
product in the south. We'IIl keep an eye on that.

Also just a little indication between the
zones. The southern zone, 70 percent of the
wagering, 30 percent fromthe northern zone. At this
point that's what we have there

Yesterday, | might add, a substantia
package was delivered to us at the Pari-nutue
Meeting fromthe C.R 1.MS. organization. Once again
their numbers are consistent with ours, thank
goodness. Four percent of the account wagering
handl e are still approximtely four percent of the
total California handle. And there are extensive
reports behind that cover page in which we tal k about
t he wagering by California residents, 65 percent at
this point being XpressBet, 23 percent T.V.G
6 percent YouBet. And reports behind that giving
informati on on the tracks, the out-of-state tracks
that are participating as well as the California
tracks. So quite an interesting bunch of reports.

As | indicated |ast nonth, we were worKking
diligently to get the CHRIMS systemto the point
where we could get these reports nmore tinely. W're
very close to that. On May 7, there will be a
nmeeting of Pari-nutuel auditors, nyself and
controllers, C.F.O"'s, other people interested in
this process of distributing the AD.W handle. It
will be at the CHRIMS offices in Northern
California. And | hope at the end of that neeting,
we' Il have a firm understandi ng between all those

people in the trenches, as | say, as we work through
t he actual distributions and get that noney fl ow ng
to the appropriate parties.
If you have any other questions, I'Il try
to answer them for you.
MR. LANDSBURG. My projection, M. Reagan, do

we -- with a total handle in California in the first
three nonths of this year, in the first quarter of
this year, 624 mllion, is that the correct figure

in -- the CHRIMS figure of 624 million?
MR. REAGAN:. Through April 21st, yes, sir
MR. LANDSBURG. Which projects a 2.6 or -7
mllion dollar --
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MR. REAGAN:. Yes, sir

MR. LANDSBURG -- wagering handle. Wen we
begin to tal k about percentages that are dealt off
the top, they are, even in one percent lunps, quite
significant.

MR, REAGAN: Absol utely.

MR. LANDSBURG. | want to nake -- the CHRIMS
report was eye opening.

One coment that | found interesting, when

| tried -- I amnot an accountant. | wish | were. |
have to take out a conputer and do it all. Looking
at the figures fromT.V.G for one, | was surprised

to find that our California racing represents only
approxi mately 20 percent of the wagers. And that
nost of the wagers flowto -- the other 80 percent

flow out of the state to other tracks.

MR. REAGAN:. There will be significant changes
now t hat Hol | ywood Park is open. And they are the
di anond of the T.V.G signal in California. So we'l
see an adjustnent in those percentages.

MR, LANDSBURG That will be interesting to
nonitor as we go al ong.

MR, LICHT: You said you didn't see an inpact on
the live handle or live attendance? What do you base
t hat on?

MR. REAGAN: Not only did | do my own anal ysis
this month of doing a handl e and attendance
conmpari son statewi de, but | also took the time to
call each one of the Pari-nutuel departnents and
general manager types and asked them what they
thought. There are certainly some changes,
variations in the handle year to year. None of them
felt there was any significant inpact to account
wagering versus nunber of horses or weather or other
items that cause these variations that they felt were
certainly nore inportant or nore inpactible on their
handle at this point. And sawlittle inpact fromthe
A.D.W

MR, LICHT: Well, for instance, | think
Santa Anita's attendance was down --

MR, REAGAN:. Handl e was up nicely.

MR, LICHT: | can't figure out how | would
anal yze that in connection with the A D.W

Jack, Do you have a theory on that?

MR. HARRI'S: Got lucky with the pick sixes.

MR. LI EBAU: Jack Liebau from Santa Anita. Yes,
good managenent, good weather and a lot of carry
over.

I think that as far as ontrack attendance
is concerned, it's alittle better than the figures
| ook. And that we revanped our group sales and
changed our enphasis from nore or |less, acting as a
park to trying to go after corporate business. So
think that we were close to a push by -- take out
those 20 to 30,000 people that we no | onger solicited
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cone to use our infield as a park

MR. LICHT: | thought about that. And also the
bi ggest one to ne, you don't have that turnstile,
right? Mst of your giveaways now you have to have a
card --

MR. LI EBAU:. All of our giveaways were
t hor oughbreds. That limts the person to one
promotional itemper visit. That also elinnated the
spi nners.

Spi nners | know can be of sone inportance
because at Bay Meadows, we had one unbrella that one
person went to 75 times for selling it on the streets
in San Francisco when it rains for five tines the
adm ssion price.

MR, REAGAN: | know frequently | do get calls
fromreporters who want to understand account

wagering in 25 words or less. | tell them over and
over, with this kind of change in the scene here, you
really need a year or two to really see what kind of
i npact there's going to be in the long run and that
i npact will probably change over in that amount of
time. Certainly not with just two or three nonths
of data, | don't think we can nake concl usions,
especially when it's kind of a push.

MR, HARRIS: | think it is good that -- to take
a while to analyze all the data. | congratul ate you
and CHRI MS getting it done because they really
needed the data as an industry as we | ook at and
anal yze, you know, why people do things or what
they're doing or what we can do to nake it better

MR. LANDSBURG. Further discussion now of the
A.D. W handl e?

Wth only four percent of A D W
represented in the mgjor pool, if we were to talk
about canni balization and conpare it to Bay Meadows'
figures, you have to have nore than 240 people
different than | ast year's nunbers in order to w nd
up with a figure as to whether we cannibalize. That
will remain a question that this board will be
concer ned about.

Any further discussion?

MR, HARRIS: W're going to talk to the
i ndi vi dual providers?
MR. REAGAN. Yes. That's next.

MR. LANDSBURG. Qur next agenda itemis the
i mpl enent ati on of advance deposit wagering. And
listed first for a report is XpressBet.

MR. HANNAH: Ed Hannah, Vice President and
General Counsel for XpressBet, Inc. as well as its
parent, Magha Entertai nnent Corporation. |'m hoping
our technology will work. W' ve already had one
problemwith it this norning. Wth the Chairman's
i ndul gence, | would like to nake two observati ons by
a Canadi an before we comence, one tongue-and-cheek
and one heartfelt.
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The first tongue-and-cheek one is | can
assure you as a Canadi an, | have a great deal of
experience with cool ambient tenperatures. So
underscore the inportance of adequate eating.

The heartfelt one is unlike many

prof essional athletes, | do not regard nmy body or ny
clothing as a billboard. | very rarely wear persona
jewelry. | very rarely wear a |lapel pin. You'l
probably note that in nmy |apel today that | have a

U S flag.

The reason for that is that |ast Thursday
at the ME C. annual neeting, all executives and
directors received a flag to put in their |apel
This nmorning | wore this suit for the first tine
since |l ast Thursday. The flag was still there.
was going to renove it. | chose to keep it. | pride
nmysel f on my candor.

There was a prinme nminister of Canada
Pi erre Trudeau, who once |ikened the relationship
bet ween Canadi ans and Anericans as sl eeping next to
an el ephant, which basically neant, when the el ephant
noved in bed, you felt every ripple.

Last Thursday, the day of our annua
nmeeting, which was held here in Santa Anita -- not
here, but in the L.A area, nmany Anericans are
probably not aware of this, but in Afghanistan a
training accident in which four Canadi an servicenen
di ed and seven were very severely injured. There's
been a great deal of press in Canada about that and
much criticismof the United States.

My own personal view, and | believe the
general view of the Canadian public, is that it's
unwarranted criticism A lot of criticismcomes from
the fact that Canadi ans pride thenselves on being a
peace-| oving people. W have not lost lives in
conbat since the Korean war. W have lost lives in
peace- keepi ng m ssions, nost recently in Bosnia.

For those who are not aware of what
happened in the training acci dent was the Canadi an
forces were out on a training exercise and m stakenly
got fired upon by a U S. plane and killed and
infjured. We feel the ripples and the effects of
Septenber 11th in Canada. W regard the war on
terrorismas an international war. That is why
have left this lapel pinin ny suit.

My apol ogi es because | was in New York City
on Septenber 11th, so I know what happened. And
just wanted the indul gence of being able to say those
things. Because fromthis Canadian, and | believe
from nost Canadi ans, we stand behind the
United States in its | eadership in the aftermath of
the events of Septenber 11th, and its war on
terrorism Thank you for your indul gence. The
technol ogy has worked. Maybe that's a blessing from
God.
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Before I get into the actual prepared
presentation, | would like to just update the Board
on two things. First of all, | sent the letter to
Roy Wbod i ndicating that Ron Luni ewski has
j oi ned XpressBet, Inc. as our president. Ron is
already licensed in the state of California, so |I'm
not sure anything nore needs to be done. But |
wanted to nmake the horse racing industry in
California aware of that.

Second thing is each of the conm ssioners
has received a handout. W have copies available for
everyone here who has cone today. What the handout
is was sonething that came up yesterday at the
Pari -mutuel Operations Commttee neeting. And it
deal s with under the XpressBet agreenent with the
T.O.C., the amobunts that go into the purse accounts
in California, vis-a-vis the different types of
wagers. For those who have not received this yet,

["1l quickly go through it.

For an out-of-state wager on a California
race -- and this is using a 19.1 takeout rate, which
is the actual blended takeout experience in
California in 2001 -- the ampunt that goes into the
purses is 2.9 percent to 5.6 percent of handle.

On a California wagering on a California
race under the XpressBet system the anount that goes
inis alnost 5.9 percent. And on a California wager
on an out-of-state race, the anobunt that goes is
close to 5.2 percent. You have the detail breakout.
The figures were given yesterday.

What we have al so done, and we have
attached to this information, is a copy of a letter
and an announcenent that was nmade in January of this
year. It basically outlines the ME.C.'s account
wagering strategy and the underlying phil osophi es and
principals of our business operations in the account
wagering area

Up until that point in time, | think there
was a | ot of msunderstanding in the industry as to
what M E.C. believed in the account wagering world
and also a lot of confusion as to what direction

M E. C. was headed in. | wanted to make it avail able
as an attachnment to this.
Two fundanmental principles, and |I'Ill allude

to thema bit later in this presentation, to that
account wagering strategy is what we call reciprocity

and nonexclusivity. Reciprocity relates to the
account wagering world and the systens on which
account wagers can be accepted.

We believe in reciprocity. W believe that
there should be free and open conpetition. |f people
are prepared to abide by what we call the principles
of reciprocity, which is basically paying the sane
rate that we are prepared to pay, operate your system
with integrity and in conpliance with the |aw, then
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we are prepared to make our signal available to any
account wagering operation.

Conbi ned with that, however, are principles
of nonexclusivity. They're nostly focused on
television. And in the television area, the
nonexclusivity relates to the availability of the
signal. We will nmake our signal available to any
T.V. provider as long as they are prepared to nake
any signal of their own or any signal over which they
have exclusive contractual rights available to us.

So that's basically nentioned in the
context of -- the criticismthat has been nmade here
in California that in the television world ME. C
does not nmke its track signal available to T.V.G
nor does T.V.G nmke its exclusive track signa
available to ME.C. W have put down here in paper
that we are prepared to do so if there is
nonexcl usivity both ways.

| also raised it, because when | get into

the T.V. update part of this presentation, we've had
a recent experience with the Santa Anita |ive
programm ng and also in our negotiations with cable
and national carriers where they keep asking us, "If
you want carriage on our system do you insist upon
exclusivity?" And we have told them "W do not

i nsi st upon exclusivity."

We believe other premiere events in the
horse racing industry, things |like the Triple Crown
races and simlar significant races, that there is no
need to have exclusive T.V. showing of that. As many
boxes we get that signal on, we believe that is in
the best interest of the industry. All of that is
contained in this attached letter

I'"m now going to the prepared presentation,
which is basically an update as to all the nmatters
that | think the C H R B. has been concerned about in
the past and al so a conversation | had with
John Reagan prior to this meeting, sone additiona
information that | thought the C H R B. was
requesti ng.

MR, SPERRY: \What is the holdup in your view?

MR, HANNAH: Hol dup for?

MR. SPERRY: Conbi ni ng them

MR. HANNAH: Conbining T.V.G signals and ME.C
signals? | think the holdup is that we abide by the
principles of nonexclusivity. T.V.G abides by the
principles of exclusivity. T.V.G, wth

conversations that we have had with them have said
that, categorically, we will not make our signa
available to any M E.C. television program

These nunbers on the screen are as of
April 21st, the end of the day April 21st. The tota
accounts that have been opened in the California hub
are 9,681. O those accounts, 8,480 are held with
California residents. Total wagering to XpressBet as
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of that date is $17,884,556. Once again, this is an
update of the slide to show how nmuch of the wagering
has actually been done by our California resident
account hol ders. 87 percent of the wagering is

com ng fromthem

W were asked by M. Reagan to provide
average account bal ances as well as average daily
account activity. These nunbers, unfortunately, can
only take on a snapshot basis. These are the nunbers
for April 21st.

On April 21, of those persons who were
actively involved in wagering on that day on our
system the average account bal ance that those
persons had was $115.62. And those persons on
average wagered $159.79. W regard that -- we al so
took a couple of other days as a snapshot, and we
regard those as representative nunbers.

MR, HARRIS: \What issue was this |everage if you
do those on a nedian basis, too? | would suspect the
medi ans mi ght be different.

MR. HANNAH: This is the | ocation of how our
accounts have been opened. As you're probably aware,
we have XpressBet centers at each of our three
California tracks. So 75 percent of our accounts
have been open through our call center or through the
Internet. 16 percent at the Santa Anita center
5 percent at Golden Gate. 4 percent at Bay Meadows.

As far as changes here, we are finding nore
and nore of the accounts are being opened through the
call center. | think we had our initial burst of
activity at the XpressBet center at the tracks.

The A.D.W handle for tracks, this shows,
remenber once again, this is to April 21st. So it's
when the three ME. C. tracks were running in
California. O the handle that's been done,

48 percent was on Santa Anita, 10 percent on
Gol den Gate Fields, 4 percent on Bay Meadows and 38
percent on other California tracks.

MR. HARRIS: O her California tracks or other
tracks?

MR. HANNAH: Inside California, sir.

Once again, just to show a trending.
Unfortunately, we still have hit a plateau. You'l
see this is an average weekly handl e by week right up
until conpletion of the nost recently conpl eted week
You'll see that it has leveled off for us, as was
mentioned earlier by M. Reagan, with the Santa Anita
nmeet now being finished. Unfortunately, we're going

to see a dimnution on our weekly handl e.
MR, HARRIS: Did you have sone observations on
why it is leveled off?

MR. HANNAH: We're still | ooking at that as one
of the issues that Ron Luniewski is very focused on as
the new head of our organization. |'msorry,

M. Harris, | can't give any conclusions to that
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anal ysis at this point.

The other things just to point out, down to
the corner, once again, we're finding 80 percent of
wagering is comng through the Internet, 20 percent
com ng through the telephone. This is an update
slide on our natural |anguage speech recognition
t echnol ogy.

We have now had two successful |ive pilot
tests of about 50 customers. These were about
three hours each on a Sunday afternoon. One was held
on April 14, | believe, at Santa Anita. The other
held on April 18 at the Meadows in Pennsylvania. The
results were that 85 percent of the wagers attenpted
to be placed through the natural | anguage speech
recognition system were placed successfully. They
were inmediately recogni zed by the system

For the nmore experienced bettors and the
| arger bettors, the success rate was in excess of
95 percent. Those are not adequate numbers to us.

We are still in the Beta testing phase. W regard
t hose as successful Beta tests.

We al so have the live 25 person Beta tests
that's going on right now on a continuous basis.
These are, basically, 25 people every day can pl ace
their wagers this way and are doing so. And we're
monitoring the results of that.

MR. HARRI'S: So the actual speech recognition
technology is not in place now. But at the present
over the phone, a person uses his touch tone or talks
to sonebody, or how does he do it?

MR. HANNAH: At present for the California hub
all that's available is the touch tone system

We are expanding Beta tests by the end of
this month to nake it available to 7,000 people. The
7,000 people who we want to nake it available to are
all people who are currently signed up through our
Pennsyl vani a hub. They have been long-tinme custoners
of ours.

This was a deliberate decision on our part.
As this board is fully aware, in the early nonths of
our system the California hub custoners experienced
some problens, particularly through the Internet and
call-wait tines. We do not want to roll it out to
the California hub customers until it has been tested
and been through the Beta phase.

We have one false start with them W
appreci ate the patience that they have shown with us,
and we renedi ed the problem W don't want to cause
ot her problems for them So the 7,000 people are al

sort of long tried and true Pennsyl vani a hub
customers who have assisted us or assisted our
predecessor in any sort of new technol ogica

i nnovations that they were bringing in under the old
Pennsyl vani a hub system W are anticipating that by
early June the service will be widely available to
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our California hub custoners.
MR. LANDSBURG. May | make a suggestion, because
I think it's inportant for what this board wants.
And that is, you are testing a | anguage system a
technol ogy system which may or may not work for you.
Isn'"t it inportant for you to have a
parallel test of |ive operator responses?

MR, HANNAH. W have -- in our Pennsylvania hub
we have live operators who are available. Once
agai n, the business decision has been -- | can only

expl ai n our business decision. Margines are very
thin within Pennsylvania on the |ive operators
because there are significant costs involved in that.
The hub fee that we have been restricted to within
California does not allow us to operate -- to offer
live operators in California.

The hub fee, as agreed with the T.O.C., is
four-and-a-half percent in respect of all wagers
except California wagering out of state where it's
t hree-and-a-half percent. There just is no roomfor
any type of a live operation given those hub fees.

MR, LANDSBURG. Once again, | will now inplore

you to begin to re-exami ne that question. Because if
this natural |anguage speech recognition technol ogy
proves to be as bul ky and as unrewardi ng, you nay be
better off in -- particularly in your busy tinmes, to
have |ive operators as part of your service. You
don't have to route every phone call to a natura
| anguage speech recognition technology. You can
route 10 percent, 15 percent, 20 percent of your
calls to a live operator, which mght be a wel cone
relief and change to sonme of your bettors. | would
only suggest that you test the difference in speed
and accuracy and problens as you test this.

MR, HANNAH: This is just talk to Ms. Betty
(phonetic), which is the call voice on the nationa
| anguage speech recognition system | do not intend
to play it today. But there is -- we have played it
at previous neetings, a denonstration of the system
with an Australian voice. W now have a
denonstration with an Anerican voice. But in the
interest of tinme, |I'lIl go past that.

There is an operation and nmarketing update,
whi ch we have tended to do at each of these update
presentations. As | nentioned, Ron Luni ewski has cone
on. Ron has been with us now for over two weeks. As
any new president in an organi zation would do, Ron
is, basically, visiting all of the operations,
| ooki ng at our system and putting his own persona
imprints on it.

Ron' s deci sion has been to initially focus
on taking the feedback that we have received through
our call centers. W have got trenendous feedback
There are peopl e who have signed up through the
centers who regularly visit with our customer service
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representatives and nmake suggestions as to how t he
site, especially the web site, can be made custoner
friendly. Ron is focused right now on inplenmenting
those ideas and suggesti ons.

Once that is done, Ron's intention is to
devel op an integrated marketing canpaign. Initially
that canmpaign will be focused on direct mail print
and on-line advertising. And the initial focus wll
probably be on what Ron calls T-Internet comunity,
whi ch are fantasy sports players on-line traders.

It's -- M. Chairman, we acknow edge your
remarks all the time. W try to do broader
mar keti ng. Once again, even though ME.C. is a large
organi zation, XpressBet is largely a start-up
operation. W are noving as we're going. W're
trying to bring out what we regard the nost effective
mar keting first and then we will broaden.

I think the way we look at it is we |ook at
t he bunch circles. The middle circle is the court
pl ayer. The next circle lap player. The next circle
is probably the nost easily converted, for |lack of a
better phrase, player. Because people who play
fantasy sports, and they are on-line traders who are

pl ayers, they're just not playing in the racing
i ndustry. And then we will broaden it beyond that
aft erwards.

This is the current marketing that we're
doing. And this is KR ON 4, which is San
Franci sco area station. There is a regular racing
coverage as part of their news update. During that,
we get two 30-second spots. One of the 30-second
spots is dedicated to XpressBet. The other one is
dedicated to our Northern California tracks. As wel
as we get five-second billboards as part of that
br oadcast .

This is our T.V. update. As you're
probably aware, and unfortunately with Santa Anita
season finished, K D.O C. broadcasts are done. W
di d broadcast for the last five Saturdays of the
system We tried to nonitor the inpact of that.
do not have a slide on this. W |ooked at the
wagering, which occurred on those Saturdays at
Santa Anita racing. There was one bl ackout which was
April 6. That was the day of the Santa Anita Derby
where there was trenendous blackout. It was probably
because of the quality of racing, not because of the
tel evisi on program

We | ooked at two Saturdays before. |If you
took that as a benchmark or bottom for the remaining
Sat urdays, there was a slight increase, but not a
significant increase. W believe in the power of

television to assist this industry and grow. Al |
can say is it is probably because of the small ness of
the universe that we have to test it.

I think the results on the KD.OC
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experience are inconclusive. W're encouraged by it.
W intend to do it next year, and as | mentioned,
shortly possibly expand it as well

| think we all know who K.D.O.C. is.
During the K D.O C. broadcast, what we attenpted to
do was to conmbine the |ive horse racing coverage with
education personality features and also with |ive
raci ng adverti sing.

MR. LANDSBURG. | never heard any |ive racing.
There's -- let me get it clear to you. The
conplinment to any broadcast is the pronpotion of that
broadcast. The broadcast is not successful, we've
all | earned who have been in the industry, unless you
are pronoting the broadcast as part and parcel of
your schedule with the broadcast. And, therefore,

30-second |ive announcenents -- or announcenents on
all of the sports stations that you are on is as

i mportant as your broadcast on K.D.O.C. | rest ny
case.

MR. HANNAH: The next bullet point relates to
Santa Anita Live. Last week just prior to the
conpletion of the Santa Anita neet, we were told by
Fox Sports West that they were term nating the
Santa Anita Live show. They have replaced it, |

believe, with a show that they are getting from
T.V.G W thank Fox for the |ong association we have
had with them W appreciate their association. W
are di sappointed. At this point it doesn't appear as
if there is any chance of us reviving Santa Anita
Live on Fox during the Santa Anita neet.

We believe that the loser in this whole
thing is the California horsing racing fan, because
that means that while the Santa Anita neet is
running, there will not be any coverage of those
races unl ess our conpetitor adopts the sane
principles of nonexclusivity that we abide by.

VWhat we are doing is we were actively
| ooking for a replacenent. Cbviously, one possible
replacenent for that would be to nove the show to
K.D.O.C. so it's not just broadcast on a Saturday
basis, but it's broadcasted every day that
Santa Anita is running. | actually think that would
get us into nore honmes than Fox Sports West. Fox
Sports West is probably a nore prem um channel than
K.D.O.C. But we're exploring other opportunities.

We're al so actively searching in
Northern California for distribution. That active
search involves possibly striking a sinmlar deal to
the KD.OC. one with an over the air broadcaster up
there and also with cable distributors up there.

MR, LANDSBURG |s there any question in your
mnd that -- concerning Fox's refusal to carry your

signal in -- next winter and spring, have anything to
do with ownership crossover within the T.V.G
i ndustry?
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MR. HANNAH: All | can coment is just to
acknow edge the fact that there is an ownership
crossover. | do not know how that organization
functions. | don't know if they function
i ndependently, or if they take direction fromthe
t op.

This next slide, we have branded our Horse

Raci ng Tel evi sion Network. |t was creatively branded
as Horse Racing T.V. But that is also the |ogo that
we will be using for the tel evision channel

This is the Horse Racing T.V. Network
update. Once again, our launch date is June 2002.
At this point in tim, the only place that it will be
shown will be on R T.N., Racing Tel evision Network.
Hopefully, by then, or shortly thereafter, we wll
have some broader distribution contracts. The

staffing and production center will be housed at
Santa Anita, and the buildout is going on right now.
As | mentioned at the |last neeting, there will be

12 new full-time enpl oyees hired. Sonme of them are
already in the process of being hired right now But
by launch they will be there. And 9 of the 12
enpl oyees will be union nenbers, and the applicable
union is the I.B.W

MR, HARRI S: \When you launch in June, the only

track in California going would be Bay Meadows for a
f ew weeks.

What tracks will you be covering once
Bay Meadows i s done?

MR. HANNAH: W'l be covering all tracks with
whom Hor se Raci ng Tel evision, which is a division of
XpressBet, Inc. -- with whom we have sinul cast
contracts that allow us to show their T.V. signals.
It will, basically, be the other ME. C. tracks as
well as, | think what the industry refers to as the
nonexclusive T.V.G tracks. Basically, those tracks
t hat have not signed an exclusive contract with
T.V.G

QG her thing I want to nake note of there is
that we do have our deal with Cal Expo Harness here
in California. So Cal Expo Harness will be a
significant part of our evening program

This is just a final update slide on our
T.V. efforts. This is the broader digital cable and
D.B.S. carriage. And negotiations are ongoing wth
various services throughout the United States.

| think that's the last slide. ['1I
entertain any questions.

MR. SPERRY: As of today, how many enpl oyees
does XpressBet have in California?

MR, HANNAH: As of today, | think the only
enpl oyees we have in California would be the ones who
will be part of the T.V. operation. | think, as

have explained in the past, | know, as the CHRB
has commented upon before in the past, our cal
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center is located in Pennsylvania. The hub is

| ocated at Bay Meadows. So there are certain auto
tote (phonetic) enployees that are invol ved there.
There are a nunber of enployees of ME. C. at the
Santa Anita track as well as at the Northern
California tracks. Actually, Jack probably is here
to remnd, | just renenbered nyself, the other

enpl oyees that we have within California are people
who operate the XpressBet centers at the three
California tracks.

MR. SPERRY: That total is how many?

MR. HANNAH: | think -- and | do not have a
preci se nunber. | would guess it to be somewhere
between 12 and 20. |If you include the T.V. side, the
nunbers woul d probably be sonmewhere between 25 and
40.

MR, HARRIS: On the racing network, |'m not
clear -- | guess you have to have a separate dish for
t hat .

VWhat woul d be the barrier to getting the
raci ng network on sone, like, dish network or
Direct T.V. or sonething that had an access of people
that don't have to subscribe to it but at |east have
a dish versus having installed, a separate dish?

MR. HANNAH. M. Harris, that is the |ast slide
| put up we are having discussions with. There are

two primary D.B.S. areas that will soon becone one if
the F.D.C. or F.C.C. allows themto. They are a dish
network and Direct T.V.
T.V.G is already up on dish. So we are

in all honestly, focusing our efforts with
Direct T.V. W're also talking with the various T.V.
cable carriers. In certain |ocal markets, primarily
focused initially on California | ocal markets.

MR, HARRIS: Originally -- actually, | was
describing both T.V.G and -- what was the racing

network? They were both on dish, | think
But does di sh have sonme coveted contract
that they will not have two racing networks?
MR. HANNAH: |'m not aware of that. That's

probably only an answer that Dish could give.

MR, HARRI'S: | hope you ask them

MR, HANNAH: | think the first we cone knocking
on their door, if they do have that, it will be a
short conversation. They will tell us they can't
talk to us.

MR. HARRIS: That's the perfect solution for the
fan. |'mlooking at the people that are subscribing
to T.V.G or get T.V.G for free. |If they have a
di sh now which is quite a few people, the way
under st and descri bing the dish network, if they want
to have the dish network, they get T.V.G The best
sol ution would be if your programwas al so on sone
channel. There's so many channels. Seens |ike one

nore channel woul dn't be a problemfor them
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MR. HANNAH: Dish is the only entity whose door
we have not yet knocked. Every other door we knocked
on, they have not sent us away, which suggests to ne
that none of the others have an excl usive
di stribution contract.

Now, as | nentioned earlier, there has been
one party with whom we have been havi ng di scussions
who have asked us the question, "Do you want an
exclusive right?" "If we want to put your service
on, do you insist upon this being the only service on
our systen?" W have categorically said, "No, we do
not. We believe in the principles of
nonexclusivity.” 1'mnot the person to answer that
gquestion. I'mnot part of it. To be asked that
qgquestion by the service suggests they have been
tal king to soneone el se who has rights on
exclusivity.

MR, HARRI'S: From the consuner's standpoint,
it's difficult for the consumer if he has to
subscribe to two different dish networks to play
California racing. Wereas, it is so much easier if
there is one type of dish anyway, even though there's
two different conpeting shows on there.

MR, HANNAH: M E.C. agrees with that. That's
why we included our account wagering strategy as part
of this to show that -- we have put it in witing
that we abide by the principles of nonexclusivity.

MR. LANDSBURG. Any further discussion?

MR. LICHT: | have a couple questions.

I would assune the major plateau are in the
new si gnups; is that correct?

MR, HANNAH: It's not a plateau. |It's a slow ng
rate of acceleration. But we are still getting new
si gnups. Mst of the signups are coming in on
Saturday and Sunday. The new signups are in the
range, probably, between 20 and 80, each Saturday and
Sunday. Probably through the week, the nunber
sometines falls down into the single digits.

MR, HARRI'S: Your nunbers you are tracking on
accounts are total, so you are |looking at every tine
you get a sign up, you add. Sone people out there
are tapped out or quit or died, sonething.

You have any way to track if the account is
still an active account? | guess it wouldn't be
exact by definition, because you've only had it a few
months. But | think you, realistically, have got to
| ook at which accounts you have out there that are
really active.

MR. HANNAH: We do track and nmonitor that. The
problemwith the California hub is that it is stil
so new, it's hard to determ ne which accounts are
active and which ones are inactive. |In the
Pennsyl vani a hub, we have over 54,000 accounts of
whi ch only 27,000 are regarded as being active.
can't recall the specific definition, but it's a
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certain time period that they have not engaged in any
type of wagering activity during that time period. |
think three to six nonth tine period, then it falls
into the categorization of inactive.

MR, LICHT: | think the results are very
adm rable in what you have achieved in the short
period of tinme that adds increnental handle to the
general handle. | don't see, at this point, any
negativities, especially in |light of the percentages
that are being paid to the horsenen are very good.

The | ast question | have, are you doing
anything to pronote people in Southern California to
continue applying with XpressBet now that they don't
have a Southern California place to bet on?

MR. HANNAH: There's nothing specifically that
we are doing in the short termvis-a-vis that.
Qobviously, it's on Ron Luniewski's radar screen. It's
sonmething we intend to do.

Ri ght now one of our primary marketing
focuses is we opened up one of the XpressBet centers
at a track in Chio. And we are actively trying to
sign up accounts there.

MR, HARRI S: Wich states does Magna operate in
that you can legally sign up accounts? You got
California and Chio. \Which other states?

MR, HANNAH: There are -- it's just over
30 states in the United States in which we will open
up accounts. That's based on an interpretation of

the law that we follow as primarily the application
of the Interstate Horse Racing Act and the provision
of that statute. M understanding is, | believe it's
up to 14 now which have provisions which expressly
permt account wagering within that.

MR, HARRIS: | nean, the big racing states -- do
you have Kentucky and New York?

MR HANNAH:  Yes.

MR. HARRI' S: How about Florida?

MR. HANNAH. The problem that we suffer in both
of those states is, in Kentucky the prem er product
is all subject to contract exclusively with T.V.G as
well as in New York. All of the Nira (phonetic)
products is subject to contract exclusively with
T.V. G

MR. HARRI'S: One of those states that still is
an XpressBet account holder is California track from
this place?

MR, HANNAH: Yes, sir. Just so you know, we
don't have a significant nunmber of Kentucky accounts.
We have nore New York accounts because of the size of
the popul ation of the state. But we do not have what
we regard as an acceptabl e nunber of New York
accounts.

MR. LANDSBURG. We have to take a break. If you
have nore questions, we will come back with
M. Hannah. W have to take a ten-minute break, and
we will be right back
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(Recess)

MR. LANDSBURG. Moving forward to the report on
the i nplenentation of Advanced Deposit Wageri ng,
report done by T.V.G

MR. HI NDMAN.  Thank you, M. Chairman. Good
norni ng, M. Vice Chair, Conm ssioners. John
Hi ndrman, Vice President and CGeneral Counsel of
T.V.G, Hi-n-d-ma-n. This is Tony Allevato,
A-l-l-e-v-a-t-0. He's vice president and executive
producer.

MR. ALLEVATO  Good nor ni ng.

MR. H NDMAN: | wanted to give you an update
about T.V.G Before | get started, | wanted to |et
you know that we're pleased. W got to a very
positive start with Holl ywood Park yesterday. Things
are continuing to progress well with Los Al amtos
And we have a |l ot of exciting things to talk to you
about today.

First thing is a chart, basically, of a
weekly handle. | know this is included in the work
package. | wanted to talk a little bit about it.
Generally pending in the right direction, you can see
variations -- the world changed a little bit for us
yesterday with the opening of Hollywood Park in terms
of handle by California residents. But this is
general trend lines prior to that opening.

You see variations based on significant and
certain weeks. But generally the trend has steadily

nmoved upward. | inmagi ne when | cone back to see you
next nonth, the chart's going to | ook substantially
different than it | ooks today.

The second slide is California subscribers.
Thi s nunber was as of 4/21/02. You can see, again,
the general trend. It's a fairly steady growth for
us pre-Hol |l ywood Park -- Hollywood Park's opening.
We did have a junp in the |ast week from4/14 to
4/ 21, which is attributable nmostly to cable carriage
singing in on Adel phia with cross channel pronotions
and al so the kickoff of our narketing canpai gn, which
"Il explain to you in nore detail |ater

Here is handle by platform Again, | think
ours is not a lot different from XpressBet's. Pretty
consi stently about 71 percent of our handle is coning
over the Internet. And 29 percent of our handle is
com ng by phone. This is a bit of an interesting
result that both providers are experiencing this
because historically account wagering has been the
opposite. That's generally because in npbst areas
there was phone wagering prior to wagering via the
Internet. But definite preference that California
had that they like to wager on-line.

Goi ng to nove on now and have Tony All evato
go through a little bit of the details about our
tel evision programming. | want to say sonething
before |I start. Let ne go through out television and
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mar keting. And | think that when we go through this,

you' Il get a feeling of our commtnment to and vested
interest in this industry and to advance deposit
wageri ng.

Ri ght now we have crews at three different
renote | ocations; Hollywood Park, Bay Meadows and
Thi stl edowns (phonetic). W also have a crew goi ng
in studio the entire tinme doing racing action from
around the country at this very exciting tinme.

We al so have an integrated marketing
canpai gn that enpl oys just about every sort of nedia
available. | wanted to enphasi ze we nade a
substantial investnment. W continue to invest, and
we're very optimstic about what's happening for us.

Tony, go ahead.

MR. ALLEVATO  Thank you. | just want to talk
about some of the new shows that we | aunched since
last tinme | was here, to give you a general overview
on a couple shows that we just started. One is
T.V.G Finish Line. And T.V.G Finish Line is the
horse raci ng equivalent to Sports Center, sonething
that has been nmissing fromracing industry for quite
along tine. It's an hour show It appears every
week at approximately the sane tinme, which is
5:00 p.m Pacific Tine or i mediately follow ng the
last live race from Hol | ywood Park.

It's an hour show. It's not just a replay
show of all the stakes races around the country.
It's like a ot of what you would see for football or

col l ege football or basketball. It breaks down
races. And it explains to viewers why the horses
won, why certain horses didn't win and provide a
previ ew of races that are comng up. |'ll show you
that tape in a second.

The other show is The Works, | think you
are famliar with. 1t's, basically, a two-week
preview to the Kentucky Derby. It's |like the speed
week of horse racing. OQur crews are trackside at
Churchill Downs for two weeks, and shooting all the
wor kouts of the Derby and Cak Tree |l eading up to the
Kent ucky Der by.

What this does, it provides the

handi cappers an opportunity -- | think it's one of
the nost innovative new handi capping tools to cone
out in a while -- and that's to be able to see the

wor kouts firsthand rather than just reading about it
and getting sonebody else's opinion, in addition to
showi ng you the workouts with Frank Lyons (phonetic),
Tom Amus (phonetic), two noted horsenen, who explain
what to | ook for when you're | ooking at these
wor kouts. Why one horse is a good work horse. Two
horses can cone inin a mnute flat, and one m ght be
significantly better than the other. Very popul ar
show.

It's interesting to know that both



27
28
0066
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0067
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

T.V.G Finish Line and The Wirks are shows that are
created at a great expense to T.V.G and do not

generate any revenue in ternms of the handle. It is
truly a service for the racing industry.

And then the last show is The Quarters,
which is our nightly show which airs from
Los Alamitos trackside. Los Alamtos went to
tremendous effort to build a facility for us down

there. And I think we'll show the tape at this
point. And I'Il talk a little bit nore about the
shows.

(Pause i n proceedi ngs)

MR, ALLEVATO Gves you a little bit of flavor
of what we're doing. And | think the inportant thing
is that you see the difference between the shows we
do and a I ot of what we do depends on the tinme of the
day. |If you watch our programthroughout the day, at
the stakes race, our guys are more focused. 1've
talked to a coupl e people today about the tone of the
shows.

The Quarters is a show that conmes on | ate
at night. W feel it really pushes the envelope. W
try to make the show as entertaining as possible. W
try to appeal to the layman and the people that are
tuning intoit. As | nmentioned before, we receive
nore e-mails for that show than any other show we do,
probably nore than all of our other shows conbined.
Thi s show does raise sonme eyebrows at tinmes, but we
think that's good.

O course, much has been said about the

show we | aunched yesterday, which is new on Fox West

Two. Unfortunately, | don't have a tape to show what
it was like. | can tell you we were very happy with
t he show.

Basically, it's on two hours a day now on
Fox West Two. |It's a conmbination of what T.V.G is
doi ng, using some of the people from Hol | ywood Park
M ke Wal bang (phonetic), who the Fox audi ence is very
famliar with on the show. It's two hours a day,
7:00 to 9:00 on Sunday nights. And on big days like
this Sunday, California Gold Rush will be on four
hours from 1:30 to 5:30. This coverage will continue
t hrough the Del Mar neet when we will be on at 4:00
to 6:00 to catch the stakes race through the Fairpl ex
and Cak Tree.

If you watch the show, we do a | ot of
pronmoting of the big events. And we're pushing
people this week to the Gold Rush, and we're talking
about the Derby and nmaki ng sure people know this is
the first tine people can bet on the Derby from hone
if they can't nmaeke it out to the track. So we're
very excited about that.

MR. LANDSBURG Did you say 7:00 to 9:007?
MR. ALLEVATO On Friday.
MR. LANDSBURG. That's only on Friday. The
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ot her days are 4:00 to 6:00.
MR. ALLEVATG  3:00 to 5:00 during the Hollywood
meet. And then for Del Mar it will be 4:00 to 6:00.

You can still catch -- Del Mar has never had a show
on Fox. This will be the first tinme.

MR. LANDSBURG  About your track -- not your
tracksi de show, but your Works show, which | ooks Iike
it could be wonderful for racing.

MR. ALLEVATO Yes.

MR. HARRIS: | join in that. That's the sort of
show that can really nmake a I ot of us -- that go on
t he backstretch a |l ot watch The Wrks and get al
these different interpretations. | think that brings

a lot of the things that we |i ke about the
backstretch to the fans.

MR, HI NDMAN. So that's kind of the wap up
about television. T.V.G believes that the success
of ADW is directly tied to program ng quality that
can both appeal to existing fans and al so get new
people to watch. So we | ooked at the progranm ng
format. That's generally the way we find to
calibrate things. W also believe that it's
i mportant to have good progranm ng, to get
di stribution.

Qur programring is nowin 8.2 nmllion
househol ds. And with the Fox shows, we feel the
quantum |l eap forward for racing fans of Southern
California who want to see the race has, basically,
doubl ed the tinme that you were getting before. Big
days provi de even nore tine.

But a point that Chairman Landsburg raised

earlier, we understand and feel is very valid is that
you can do great television and everything el se. But
if people don't knowit's on, you're not
acconplishing your goal. 1'mgoing over with you the
i ntegrated marketing canpaign that we're doing right
now for the Hollywod Park spring neet and for the
Kentucky Derby. And we're pleased with this

mar keting arrangenent. | wanted to give you sone
details about it.

We feel it reaches all different segnents
of society, which neans if there's a sports fan who
m ght be interested, that person is going to know
about T.V.G If there's a new fan that is interested
or the past fan is interested, they' re going to know
about it. W're going to be in people's face.

That's the way that we can do good for this industry
is to get new fans and raise the awareness of the
sport.

Here is a rundown on Adel phia Cable. W're
doi ng a 30-second |l ocal P.D. (phonetic) spot on
Fox Sports, C.N.N., MS. NB.C., and | think a few
ot her networks. There's a mninmm of 50 ads per
week. That goes on indefinitely. | think right now
the ads are actually about 100 per week.
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On dish network between, | believe, the
begi nning of this week and May 6, there will be 2900
30-second T.V.G spots on CN.N., CND.P.
M S.N.B.C. and all Fox sports regional. That is a

| ot of television advertising that we feel will very
much rai se the awareness of our network audition
Wth the cluttered atnosphere, there's hundreds of
channels. You have to get on other channels to |et
peopl e know where you are on the dial

Locally on radio we're doing 800 spots per
week on five L.A radio stations: 97.1, F.M Talk,
KROQ, KNX, Arrow 93.1, KF.WB. News. | think
if you see the nedia nmx there, you'll notice that
there's a wide range of radio stations with appeal to
a wi de range of people. So the person who listens to
K. N. X. probably doesn't listen to KR O Q Both of
them are going to know about T.V.G racing radio year
long on all Southern California radio shows as well

Newspaper advertising, we're advertising
daily Friday, Saturday and Sunday in the Los Angel es
Ti mes, the Orange County Regi ster and the San Di ego
Tribune. That lasts through the Triple Crown in
June.

O her nmedia, T.V. Guide assets, T.V. CGuide
magazi ne and all regional California editions, two
full page ads a week. T.V. Guide channel, eight to
ten spots per day. And T.V. Guide on-line, we're
doi ng a special Derby party contest, pronotiona
contest provided by Churchhill Downs.

Trade advertising, we generally do that on
a regular basis. And also direct nmail canpaign is
droppi ng right now, includes approxi mately 180, 000

pieces. Also, in addition to doing specia
promotions with Adel phia Cabl e where -- at Hol | ywood
Park where |I think 1.6 mllion Adel phia custonmers are
going to get free adm ssion to Holl ywood Park on
Derby Day. So that's integrating race track, T.V.G
and the cable operator, sonething that we feel is
going to be of great benefit as we nove forward.

We're al so doing Internet and E-direct.
This is a picture of the Infinity radio pronotion.
Infinity owns many radi o stations here in
Los Angeles. This is another idea of what we're
trying to do. This is a sinple sweepstakes. And the
daily prize is two pairs of tickets to Hollywood Park
SO0 we can get people out to the track. But they're
signing up for the grand prize, which is a big screen
T.V., alap top or a PDA And it's just a sinple
drawi ng, but it's reaching out to different audiences
who traditionally have not been accustomed to racing.
That pronotion and simlar pronotions are al so
running on T.V. Guide.com And were also doing
15, 000 e-mil s.

Agai n, we're doing banner advertisement on
the Internet. Here is an ad that is currently being
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pl aced by L. A Tinmes, Kydirby.com W're doing venue
mar keting. Cbviously, at the racetrack we have a

si gnup booth here at Hol |l ywood Park, the Fairplex and
Los Alamitos. W' re doing close circuit spots on the
close circuit telecast. And we're also doing

deposits and withdrawals. |f you want to | eave the
racetrack, and you would like to make a cash deposit
into your account or withdrawal from your account,
you can do so right here at Hollywood Park

The last is restaurants and bars. Tal king
bi Il boards and posters placed at 100 restaurants here
in the Los Angeles area. So that's the sumuary of
our marketing efforts and television efforts. W
believe, again, that those are the two -- we're going
to see -- along with the Hol |l ywood Park openi ng and
the Triple Crown, we're going to see nmjor benefits
fromthis effort in the com ng weeks.

Yest erday we had a significant nunber of
new account signups. W were pleased with that. And
we think as the weekend goes along, we will continue
to see business inprove dramatically. Wth that, 1'd
open it up to any questions.

MR, LICHT: Yesterday we tal ked about that you
were going to present to us in the sane way that
XpressBet did, in a witten paper, how a dollar
breakdown to the horsemen and to the tracks on a
California race or California out-of-state race.

MR. HI NDMAN: | spoke about it yesterday. | can
speak about it again. Generally, from wagers that
the hub fee that T.V.G retains is five-and-a-half
percent. Included in that count is the Oregon tax,
which is a quarter of a point, and the NT.R A fee
in sone instances, which is a half point, which would

bring our total to six and a quarter

I would ask -- the agreement that was
struck was between Hol |l ywood Park and the T.O.C. So
I"d like to ask Rick Baedeker or John to comment on
the details of it further. Like I said, we were not
a party to negotiating that particul ar agreenent.
So --

MR, LICHT: What you can say is that no other
noneys is going to T.V.G other than that 5.5 percent
on an in-state bet by California?

MR. H NDMAN:  Yes.

MR. LANDSBURG |'d think we'd also like an
explanation to the Board for the |ack of a horsenen's
agreenent as required in your license application
with T.OC

MR. HI NDMAN: | think it's a matter of
interpretation. |'ve read the statute in the
regul ati ons, as has Kathy Christian, our counsel, as
wel |l as the application, and the references are to
the Interstate Horse Racing Act. |It's a genera
settled matter of |law under the I.H A that
horsemen's agreenents for the transport of signal are
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bet ween the racing associ ati on and the horsenen,
which is exactly what happened here.

The inportant part that happened here is
Hol | ywood Park and the T.O. C. cane to terns. W're
abi ding by those terns. W' re off and running.
That's a very positive thing for California racing.

In terns of the principle, however, it is
our belief that generally under the I.H A, and
traditionally has been done since 1978, that racing
associ ations negotiate with their horsenen.

MR. LANDSBURG. Regardl ess of that comment and
regardl ess of your interpretation of |aw, we have a
regul ation. That regulation states in our
regul ations and in our application, that in order to
be licensed in this, you have to have a horsenen's
agreenent. You made a horsenen's agreement with Los
Al amitos. So you, obviously, hewed to that
regul ati on. When you canme to Hol | ywood Park, you did
not hew to that regulation and that part of the

application. I'mtrying to find out how you can
manage to avoi d what we had made as a regul ation.

MR. HI NDMAN: | don't believe we avoided it at
all.

MR. LANDSBURG Wiy did you do it at
Los Alamitos --

MR. HI NDVAN:  We did not --

MR.  LANDSBURG -- then you're lying in your
application, because that was said to be at the tine
in an agreement with, quote, Los Al am tos horsenen.

MR HINDMAN: In the application it asked if we
had an agreenent with the California |licensee that
woul d al l ow us to conduct A.D.W and the consent of
their horsenen pursuant to the Interstate Horse
Racing Act, which is what we presented at the tine.

MR. HARRIS: |I'mnot clear on this.

There is an agreenent with the T.O C. or
not ?

MR, H NDMAN: Yes. Hollywood Park cane to terns
with the T.OC. as to the financial splits from
advance deposit wagering for the spring neet. And
those are the ternms that will be conming from wagering
pursuant to T.V.G pursuant to our contract --

MR, HARRIS: The issue of that was not part of
the horsemen's agreenent? |s --

MR. LANDSBURG. T.V.G, in its application, was
asked for a horsenen's agreenent. It did not conply.
I don't know any other way to put it.

MR LICHT: 1s T.V.G willing to execute an
agreenent with the horsenen based on the terns

contained in the agreenent with -- between Hol | ywood
and the T.O C. and some additional terms that this
board may be willing to --

MR. HI NDVMAN:  Qur point, and | would have
M. Van deKanp or M. Baedeker el aborate on it
further, our point is that the right procedure was
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foll owed here, and that everything is in order
There is a horsenen's agreenent in place. And
Hol | ywood Park had agreed. W are abiding by those

terms. | could el aborate on it further, but we don't
feel there's a need for anything further to take
pl ace.

MR, LICHT: Are you willing to do that, though?

MR. HINDMAN:. | -- you know, we feel that
everything that needs to be done under the | aw has
been done. So that's our position at this point.

MR. VAN DEKAMP:  John Van Dekanp, T.O. C |
think we're tal king about a distinction without a
di fference here. The traditional nethodol ogy, of
course, is sinmulcasting for the tracks to come to us
to gain our approval and a letter goes forward to the
tracks. That's essentially what happened here. And
T.V.G has stipulated that they are going to abide by
this horsenen's agreenent.

And | think, frankly, that one of the
things that they should do is, basically, have a
letter coming fromthemthat they are operating with
the track pursuant to this agreenent. But | think
that what we have, and we filed -- | left copies with
you yesterday -- is the agreenent that Ri ck Baedeker
and | reached after a | ot of discussion back and
forth. And | was led to believe all along that
T.V.G has accepted these terns. And that's what
we' re operating under right now.

MR. BAEDEKER: Ri ck Baedeker, Hollywood Park. |
concur with John's characterization, John Van Dekanp
as well as John Hindman. This is a matter of law, |
believe. So if the attorney general's rep wants to
clarify things for us, fine. | thought | heard
M. Bl ake yesterday, in fact, confirmthat the
horsenen's approval is by virtue of their agreenent

with the racetrack.
MR. BLAKE: That's correct. That the -- as

M. Van Dekanp points out, the agreenments normally
operate through the nechani sm between the horsenen
and the track. However, under 19604, powers with the
Board to require any additional qualifications or
requi renents it mght have.

And while there is certain anmbiguity here
i n discussing horsemen's agreenents, because when we
say horsemen's agreenents, we don't specify whether
we nmean a horsenen's agreement with the track or with
the termof a particular nmeet, which is a matter of
weeks, or with the hub, which is for the period of
their license, which is for a period of years or
nont hs.

And so it is really within the Board's
di scretion to decide how they want to structure this.
If the Board, as | believe the discussion was at the
| ast neeting, wants to require the horsenen's
agreement for the hub for the entire period of the
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hub's license, it certainly is within the Board's
power to do that. However, the Board could allow it
to go forward on a neet-by-neet basis.

MR. H NDMAN: | believe the agreenent that was
submtted -- the Hollywood Park/T.O. C. agreenent
stated that T.O C. would extend those ternms to the
other licensees running later on in the year as well
So that, in fact, appears to be the way it read.

MR. LANDSBURG. | keep on looking to the fact
that the precedential agreenent in this world of
A.D.W cane fromthe signing of XpressBet to an
el eventh hour deal with the T.O C. which enabled them
to go forward. And XpressBet is the signee and the
negoti ator of that deal, as far as | know.

Therefore, that is a -- innmy mnd a
precedent, that we allowed you to go forward at the
same nmoment because there was no -- you had a, quote,

horsenen's agreenent, which we were led to believe,
at least | was led to believe, that it was signed
with the horsemen of Los Alamitos. Not with the
racetrack, but with the horsemen. That's what | was
led to believe, and | had no reason to check further
Now we are confronted with a bl atant
i gnoring of the requirenment that was clearly
precedential in what XpressBet did. And now T.V.G
has determined on its own, inits own interpretation,
t hat what the Board wanted was not within the rules.
But we do nake the rules. W do make the
regul ations. And the regulations call for an
agreenent with the horsemen to T.V.G, not a hand
down.

MR, HI NDMAN. M. Chairman, | respectfully
understand that this board makes the rules and that
it's your purview to nake the rules.

| guess our understanding in the reading of
the regs, the application and everything else, was

that it was in reference to the Interstate Horse
Raci ng Act, which is the way that all interstate
simulcasting in this country is conducted. And so we
foll owed the nornmal course of procedure that has been
followed for a very long tine.

And | don't think we msled anybody to that
fact. That was sinply the procedure that was
fol | owed.

MR. LANDSBURG. | do not want, from ny point of
view, and | will ask the Board to register their
opinions, that this T.V.G agreenent with
Hol | ywood Park, which would be disastrous to stop
now, but that no further agreenent shall be done
Wi t hout a specific horsenen's agreenent as required
by the CH R B. license.

MR, HI NDMAN. M. Chairman, if | could say one
thing. W are -- we have to abide by the terns of
the agreement that the racing association made with
the T.O.C. That's our obligation to Hollywood ParKk.
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We' || provide assurances that we will abide by that
agreenent. Because that's our obligation. W will
do so.

And if you want to speak about how that can
go, | think the inportant thing here, the genera
practice of how these agreenments are done, and the
raci ng associ ati on can speak on that issue, is that
the raci ng associ ations, basically, nmake agreenents
for distribution of their signal. And they cannot

ef fectuate those agreenents without consent of their
hor semen, which is what took place.

If you want assurances that we will abide
by our obligation to Hollywod Park, we absolutely
will.

MR, LANDSBURG | want you to follow the
regul ation that we put out.

MR, LICHT: Even if you were not an actual party
to those negotiations, | can't believe T.V.G wasn't
in some way a party to them otherw se, how did
percentage going to NNT.R A and to the state of
Oregon -- that wasn't just a voluntary determ nation
by Hol | ywood Park and/or the T.0O.C. That was in your
agreenent with Holl ywood Park, right?

MR, HI NDMAN:. |t was negotiated separately
several years ago

MR, LICHT: Right. So then Hollywood Park had

to either say, "Yes, we will live with that as far as
T.OC" -- T.OC. didn't really have any control over
it. Ether T.OC. said, "W want T.V.G to broadcast
the race" or "W don't." If they said -- If they

wanted T.V.G to broadcast the race, they would have
to live with that.

MR, HINDMAN. | think that, again, you can speak
to M. Van deKanp or M. Baedeker, but | believe
there was a fair anount of negotiating going on.

That was not the case.
MR. LICHT: That was in your agreenent with

T.V.G So it -- when the T.OC. net with T.V.G
they had to take it or leave it.

MR. HI NDMAN: Had to take?

MR, LICHT: The allocation of part of the hub
fee to NT.R A and to Oregon.

MR, HI NDMAN:. | believe the NNT.R A and you can
ask M. Van deKanp. He had conversations with the
N.T.R A in relation to that issue directly. They do
not involve us.

MR LICHT: What |I'msaying is your contract

wi th Hol |l ywood Park says that there will be a fee
paid to Oregon and a fee paid to NT.R A --
correct? -- your contract with Hollywood?

MR. HI NDMAN:. Qur contract with Hol | ywood Park,
yes, that's in the course of the conduct.

MR. LICHT: Now Hol |l ywood Park nakes the
determ nation that they wanted a contract with you.
So when T.OC. net with them those weren't up for
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negoti ati ons.
How come T.O. C. couldn't say, "W don't
want to pay Oregon"?

MR H NDMAN: | would invite the parties who
negoti ated the agreenent to coment on that if they'd
like. Just to say what | believe what transpired was
that there was fair negotiations that took place
regarding the terns of the agreenent, and that those
terms to which we will live up to, because that's our
obl i gati on.

MR. LICHT: | don't like two things about it.
Nurmber 1, | believe, as | said yesterday, there's
di sincentive for you to nove to the state of
California because the California horsenen are paying
your fee to the state of Oregon. And there is no fee
in California.

Nunmber 2, N.T.R A is being negotiated, and
there may be sonme conflicts between the parties --
there are sone conflicts between the parties who
negoti ated t hat.

MR. BAEDEKER: Ri ck Baedeker, Hollywood Park. |
suggest to you that | should be the object of your
frustration or wath or whatever. You seemto be
i ndeed very frustrated by this. As a matter of fact,
| amthe one that firmy believed that the horsenen's
approval would be obtained for our contract with the
vendor .

Conparing it to XpressBet, | don't think is
a fair conparison, because XpressBet and Magna and
Santa Anita were one entity, practically speaking.

Not the sanme here. And so my contract was with
T.V.G

As a matter of fact, during the negotiating

process, there was a change made with the amount that

was paid to NNT.R A -- there was a negotiation with
the NT.R A As a matter of fact, all of these
things -- all of the terms of our agreenent with

T.V.G were subject to negotiations with the

horsenen. Qherwi se, it probably would have been
decided in the course of a day rather than a couple
nont hs.

MR, LICHT: How could you be in negotiations
with the horsemen when -- you made your deal with
T.V.G, right?

MR. BAEDEKER: Correct.

MR. LICHT: And that deal included that their
hub fee would include a paynment to the state of
Oregon and include a paynent to the NT.R A, right?

MR. BAEDEKER: Correct.

MR, LICHT: When you and T.0O. C. got together
those i ssues were etched in stone. They couldn't be
changed.

MR. BAEDEKER: T.O. C. could have refused to
approve such an agreement without a change in that
agreement. As | think you know, Commi ssioner, there
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was a novenment on several standard things within the
traditional T.V.G contract, all as a course of the
busi ness agreenment between Hol | ywood Park and the
T.0C

MR. LANDSBURG. Which brings me to ny origina
point is that this board required that T.V.G, not
Hol | ywood Park -- Hol |l ywood Park has anot her
agreenent that works with TTOC -- that T.V.G as
part of its license would have a witten agreenent
with the T_OC The T.O C. voided its duty in that.
It is upto T.O0C and they nust share some of the

bl ame, and T.V.G nust share some of the blanme. It's
not in the paperwork that was submitted to you and
came back to us. You had no horsenmen's agreenent.

MR, BAEDEKER: All three parties to the dea
have agreed. So | guess--

MR. LANDSBURG.  That agreenent, as M. Licht
points out, has in it a dagger, if you will, to the
good of racing horsenen in this state, to the state
itself and to the players in this state who are now
being taxed to pay Oregon tax, who are now bei ng
taxed to pay NT.R A --

MR. BAEDEKER: The players are not paying any of
that. |In fact, that's com ng out of the pocket of
t he associations and the racetracks. That's a net to
the bottomline that is reduced by that anpunt.
There's no effect on the players. The player is
payi ng the sane take out that he or she would pay.

MR. LICHT: | would be satisfied if we could
amend the contract in three areas between T.0O C. and
Hol | ywood Park. Nunber 1 would incorporate the,
guot e, guarantees made by Mark W1l son starting in
July. Also in witing later regardi ng any kind of
decrease or canni balization to purse nobney.

Nunmber 2, that this pricing is unique to

T.V.G If there's any change in control, in which
we'd certainly have to be aware of, due to Jim Star's
financial problem-- or financial state it is.

And Nunber 3, that an independent conmttee

of T.O C. has reviewed the portion in connection with
N.T.R A If those three things are in there, | could
approve the agreenment as it is for now

MR. LANDSBURG | ask that it not be
precedential. That the next agreenent have a
horsenmen's agreenment with T.V.G as we require.

MR. WOOD: The Chairman asked you earlier if you
were willing to accept the signed agreenent with
T.OC as it relates to the contract that T.O C. has
wi th Hol | ywood Park.

Did you ever answer that question yes or
no?

MR. HI NDMAN:. Goi ng back to M. Van deKanp's
conments, we will submit a letter to the Board
stating that we will abide by the terns of the
agreenent that was made between Hol |l ywood Park and
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the T.OC. And | believe that was M. Van deKamp's
suggestion. That is sonething that we would be
willing to do.

MR. LICHT: What about the insertions that
Mark Wl son nmade in Del Mar in July and was
menorialized in witing later?

MR, HI NDMAN. We stand by it.

MR, LICHT: Would you be willing to include that
in an anendnent to this agreement with --

MR, HINDMAN: | think the agreement is done.
Again, it is between Hollywod Park and T.O C. W
woul d supply that in a letter for the Board.

MR, LICHT: What about ny other two issues? One
has to do with the T.O C. specifically.
MR. HI NDMAN: That is an issue with the T.O C
On the other issue relating to

inferences -- well, | think in all fairness that is a
basi ¢ busi ness issue, and that, you know, | can
assure you T.V.G is on solid footing with this
corporate ownership. | think you would not see the

conti nued |l evel of investnment and the continued |eve
of performance if that were not the case.

MR, LICHT: You've asked this board to grant you
a higher hub fee than we granted XpressBet, right?
And t he reason you've done -- that we have done that
in your license is because you have these
di sseni nation preferences --

MR. HARRI S: Point of reference here, |'m not
sure if this board grants hub fees. | understand hub
fees are negoti ated between the horsemen and the
tracks and the provider. W don't really -- naybe we
approve the deal. | don't think we really grant one.

MR. LICHT: Go ahead.

MR, HANNAH: Just on the T.V.G /Hollywod Park
anal ysis, which is reliant upon on the Interstate
Horse Racing Act, there's an additional requirenent
under that act, which is that the contract itself be
approved by the C.H R B. That's just under the
I nterstate Horse Raci ng Act.

If there are any aspects of that contract

the CH R B. doesn't like, they don't have to grant
their approval of that contract. That's not reliant
upon California wagering legislation. That's just
the requirenents of the Interstate Horse Racing Act.
The other thing I would add for
consideration, and putting a hat on here as counse
for ME. C., which has Bay Meadows running right now,
is Bay Meadows does not |like the fact that the
N.T.R. A fee and Oregon tax are paid over the
mar ket asset fee that Bay Meadows receives at this
point as the track running live in Northern
California. W feel that those appropriate business
costs are to be borne by T.V.G, not by the
California horse racing industry. And particularly
Bay Meadows, which is a direct result that we suffer.
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And effectively Bay Meadows is funding close to half
of that cost.

MR. HARRIS: |I'mnot clear on that point as far
as -- basically, you cannot bet on Bay Meadows
through T. V.G

So how does it get to Bay Meadows?

MR,  HANNAH: Mar ket access fee. Any wager
pl aced by a resident in Northern California or in the
Northern California zone, basically, you take off the
hub fee, which goes to T.V.G  Then you take off, if
it's an out-of-state race, the horse fee. Everything
that's left is the market access fee, which is then
distributed in accordance with the statute.

The statute has certain statutory
reducti ons, backstretch security and things |ike
that. The renmi nder goes to the track. And that
amount is then shared with the horsenen. The market
access fee goes to the track that is running |live at
the tine, which is Bay Meadows.

MR, LICHT: | don't understand why we're just
not tal king about a noot point. Wy if a contract
can be signed between the parties as
Chai rman Landsburg suggests between T.O.C. -- T.0.C
and T.V.G. with the same terns that are in the
exi sting contract anmended possibly by my suggestion
and any others, why can't we do that? What is the
i mpedi ment to doing that?

MR. HINDMAN: It's not the -- contrary to
federal |law that covers this area. But beyond that,
| told you what | felt that we could do, which was
M. Van deKanp's suggestion, which is we will supply
the Board with a letter stating that we will abide by
the terms of that agreenment, which is what we intend
to do. And --

MR, WOOD: Does that agreenent you have with
T.OC identify the amunt of nmarket access fees we
pay to all the entities?

M5. CHRISTIAN:. M name is Kathy Christian. |
am counsel to T.V.G, and in a previous |life was
general counsel to this board for seven years. |

know sone of you, but not all of you. |If you'll let
me go back to your original question. | think
there's sone confusion here, in part -- because |I'm

taking a I ook at the application that is incorporated
within the regulations that you refer to, the events
deposit wagering application

It says, "Attached to the contract” -- this
is the entity like T.V.G who's seeking a |icense --
"Attached to the contract with California racing
association or fair and the required horsenen's
approval under the Interstate Horse Raci ng Act that
permts you to provide advance deposit wagering
service."

This is what is required of an out-of-state
race. This is a particular application that they
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must submit. Obviously, if the hub is |ocated
outside of the state of California, the Interstate
Horse Racing Act kicks in and requires that before
that signal can go to an out-of-state |ocation, the
hor senmen nust negotiate under the Interstate Horse
Raci ng Act an agreenent with the horse racing
association. That is exactly what was provi ded when
the application and license was first granted
approval under the Interstate Horse Racing Act. And
that same condition would apply any tine T.V.G is
accepting a wager froma California resident.

At |east as far as we understand it, in
fact, T.V.G has conplied exactly with what the
C.H R B. regulations and application do require. And

that seens to be the point of confusion here about
what the regulations require. And that's why | read
t hat section.

MR, WOOD: You didn't finish reading the whole
section. Wuld you read the rest of it?

MS. CHRI STIAN: "Permits you to provide advance
deposit wagering services and identify the anount of
the market access fee fromthe California racing
association or fair for access to the California
mar ket . "

It's -- there's three separate things you
have to do in -- docunents that you have to provide
But it doesn't -- to the point | was trying to nmake

in terms of an agreenment between an out-of-state
wagering hub like T.V.G and California horsenen's
organi zation, in ny view, the regulation does not
speak to that. And there's nothing in |aw, advance
deposit wagering |law, that specifically requires
t hat .

MR, BLAKE: That's true. The requirenment was
i nposed by the Board at the discussion of this
application last tinme. | don't think anybody thinks
that it's in the law or that it's in the regul ations
or that's it's in the application. But the Board did
require that.

MR. H NDMAN: At what time?

MR. BLAKE: At the tine the |license was
di scussed.

MR. HARRI'S: The license or T.V.G or
Hol | ywood Par k?

MR. BLAKE: T.V.G T.V.G's license is for a
year as opposed to Holl ywood Park's |icense, which is
for this meet.

And al so the question cones up as to when
you provide a letter to the Board assuring that you
wi |l abide by the conditions, again, we have an
anbiguity.

Are we tal king about for the conditions of
this nmeet or for the period of your |icense?

MR. HI NDMAN:  For the period of the agreenent
between the T.0O C. and Hol | ywood Park. Obviously,
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Del Mar is the next nmeet up. And | believe that
under the agreenent, T.O C. indicated that simlar
terms were going to be extended to Del Mar -- or may
be accepted by Del Mar. |[If Del Mar chooses to do so,
we will do so for that neet and for any neets

t hereafter.

MS. CHRISTIAN: | reviewed the m nutes of the
January neeting. | believe you were specifically
asked for your opinion. It was our understanding
that the letter that was submitted, which we referred
to earlier, the letter fromthe Los Al anitos horsenen
giving the required approval under the Interstate
Horse Racing Act, was the letter that everyone had
when this matter was considered in January. So it
was our understanding that -- what was before

everyone. And that was the appropriate docunent for
the Board to have in order to nake a decision about

licensure. And it did so. So we've been operating
under that assunption at this point.

MR. WOOD: Do we have the sane letter fromthe
T.O0.C.? The sane type of letter agreenent fromthe
T.OC as it relates to the Holl ywod Park agreenent?

MR. HI NDMAN:  Yes, you do.

MR. WOOD: We do? Where?

MR, HI NDMAN:. Yes. There was a |letter provided
that was fromthe Pacific Coast Quarter Horse --

MR WOOD: | said fromthe T.O C

MR. HI NDVAN: Let ne explain. The letter from
P.CQHRA to Los Alanmitos assenting to Los
Alanm tos's agreenent with T.V.G under the |I.H A
You have a simlar letter fromthe T.OC. to
Hol | ywood Park assenting to the T.V.G Hollywood Park
agreenent under the I.H A That's the way we view
the law with regards to this. W believe that we're
acting in perfect conformty with it.

MR. WOOD: The Pacific Quarter Horse Racing
Associ ation letter is a little bit nore substantive
than the Interstate Horse Racing.

But ny question, M. Van deKanp, will you
forward us a letter to the horse racing board for

approval to the T.V.G -- | nean Hol |l ywood Park
agreenment ?
MR. VAN DEKAMP: | presented it yesterday, |

believe, to M. Licht and M. Landsburg, apparently,
at the Pari-nutuel Committee neeting.

MR. LANDSBURG That's correct. That letter was
present ed, yes.

MR. VAN DEKAMP: By the way, | know M. Hannah
had the nmc before | did, but what | think the

Board -- | don't think the Board is trying to kil
account deposit wagering day to cut off signals to
anybody. | may be wong on that. But | think what

we're trying to do is iron out sone procedures here
about what everyone should be doing henceforth. And
it seems to me the |ogical conclusion here, | think
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the Board has power to do it. M friend, M. Bl ake,
may di sagree with nme. It seenms to me the way to do
this is have all three signatures on the sane page;
the horsenen, the provider and the track. So they're
all init together and we know that. That's what |
think M. H ndman agreed he woul d provi de subsequent
to this neeting.

MR. LANDSBURG. In all of our discussions of
licensing AA.D.W, we have two major concerns. One,
that the state racing associations and better does
not suffer in the wake of it. And the second concern
was that we are not being taxed in other ways for the
use of A.D.W W have long bridled under the
terms -- everybody has, it's not only the Board --
under the terns of the sinulcast agreenents, which
seemto be chiseled in stone. And we've all tried

our best within the racing industry to raise them so
that there would be nore for horsemen and we have
nore for racing.

A.D.W should not have to live under the
sane necessary restrictions as the simulcast
restriction; and that in passing the perm ssion that
we woul d now be able to gain nore for racing
associ ations and for horsemen in terns of the outflow
of dollars that go into betting coffers.

MR. VAN DEKAMP: | share that.

MR. LANDSBURG. So we are at a point here where
we are trying to raise the barriers. W're trying to
raise the rates. And, in effect, we are -- we have a
groundbr eaki ng agreenent that cane in that surprised
us. It surprised you, M. Van deKanp, and T.0QO. C
And they acceded to virtually every request. And
then we have a slight glower and have increnental
pi eces in the agreenent which will affect racing. It
affects Bay Meadows as indicated in the T.V.G
agreement. And when we |ook at it, we say you didn't
have the freedomto do the kind of negotiations that
you wanted to do. It was the intent of the Board
t hat we have sone hold on where we are going with
granting applications.

I want to nmke something clear. W are not
going to cut off, or at least fromny point of view,

I do not intend to raise the question of cutting you
off fromA D.W because we don't bite off our nose to

spite our face. But we want a clear procedure for
the future that allows us to nove forward the way the
Board seens to want to nove forward, which is to have
a direct horsenen's agreenent in all further

agreenents with T.V.G If your lawer, who i s now
shaki ng her head, disagrees, |I'msorry. W can
regulate. And we will regulate. And we do not | ook

ki ndly upon agreenents that do not source thensel ves.
And | don't agree with you, John, that it's

three agreenents. You have other fish to fry. And

you have other responsibilities. But | think that
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the responsibility here is a direct T.O C. charter to
deal with anybody who wants to have A.D.W |icensed
for California vendor.

MR. VAN DEKAMP: It requires, M. Chairman, the
track's approval of that arrangenent, too. |In this
situation, | think it has al ready been said, there
was a standard contract that the tracks had with
T.V.G W've been fighting with that. W' ve been
able to raise the rate of the return to California
horsenen as a result of the negotiations.

And so it seenms to ne -- the tracks, you
know, don't have to send their signal to T.V.G
unl ess they have a contract to do so. So they are
very nmuch part and parcel, you know, the necessity to
have, basically, three signatures to nove this al ong;
the tracks, the horsenmen and T.V.G
MR, LICHT: | think three signatures is a good

suggestion. And | think that the way the law calls
for an agreenment between the horsenen and the
associ ation, that agreenent has to be acceptable to
the Board, too, in our regulatory power.

To me it's not acceptable until it includes
those representations that Mark W1 son nade, because
T.V.G is getting an inordinate piece of the pie.
They're getting that piece of the pie based upon
their marketing -- what they say is their marketing
ability and di ssem nation of their product. If
they're wong and it doesn't work and they don't
bring in new custoners, they just take our existing
custoners, we're all in big trouble. | think that
has to be part of this agreenent to be acceptable.

MR. VAN DEKAMP: | have no problemw th that
being filed and nade part of the agreenent. | read
the docunent. |'mnot sure it's really particularly
valuable. | think if you look at it carefully, you'd
agree with ne.

| have no problemw th doing that.

However, you have to renenber that the ultimte

power -- if this thing goes awmy is, basically, to
say we're down. We're not approving anything. And,
you know, we stand ready to do that if this turns out
to be counterproductive.

MR, LICHT: The cat is out of the bag already.

MR. VAN DEKAMP: Not as far as we're concerned.
We have the power to do that. Maybe out of their

bag. But, again, we basically give approvals for
each neet.

What we said, by the way, in our agreenent
with Hollywood Park is that should T.O.C.'s
expectations per this agreenent be net, T.OC. wll
grant approval along the sanme ternms and conditions to
Del Mar, Fairplex and OCak Tree and Hol | ywood Park.

MR, LICHT: | think also -- | happen to agree
with your analysis of Mark Wlson's letter. It
shoul d contain sone of the remarks he made in the
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Del Mar nmeeting. And maybe nore cogent, enforceable

| anguage. | agree that letter is full of --
MR. HARRIS: | think that's a negotiating point
bet ween the owners' organi zation and T.V.G | hope

some of that could be part of the agreenent.

MR. LICHT: It should be. As far as |I'm
concerned, they send an acceptable letter to ne to
fulfill their licensing requirenent.

MR. LANDSBURG. These are results -- these
guestions and these coments are the result of the
Pari-mutuel Committee neeting yesterday. W're
bringing it to the Board as fresh information. We
wanted the Board to be aware of the flow and
counterfl ow of the information.

MR, HARRIS: | wasn't there yesterday. | was
i nvol ved when we passed this legislation. And the
intent always was that the owners woul d have veto
power neet by nmeet on whatever providers there were.

So that should be clear. It sounds |ike nmaybe what
formthat is. Clearly | hate to set sonme precedent
that wasn't in place.

MR. LICHT: As far as |I'mconcerned it should
continue as is. Certainly not tanper with their
ability interms as it is now But by the next neet,
t hat agreenent should be anmended in a manner that is
acceptable to the comm ssioners, which in -- | think
i ncludes, as Alan has said, to have T.V.G being
signatore to that agreement or a separate agreenent.

MR. HARRIS: | don't think it should just be
T.V.G  Any of these things are negoti able.

MR. LANDSBURG By nature what we have done, we
have granted -- because of exclusivity and ownerships
inthis state, we've really granted exclusivity to
two different organizations and |leaving very little,
if any, room for anybody else to come in. | comend
ME.C. for saying let it be free enterprise and |et
it be open. And |I've had enough discussion with
Mark W1 son that he'd rather stretch his body out in
front of a railroad than have it happen.

| do think that in the question of the
future of A.D.W and the question of the growth of
raci ng, that handing off what cones to be exclusive
franchi se is because of the way in which associations
set up their contracts is sinply standing in the way
of racing horsenmen getting the best possible deals.

MR. HARRI S: Going forward, you really have two

di fferent nodel s between XpressBet and the T.V.G
nodel. We all have opinions on which nodel works the
best. CObviously the T.V.G nodel costs nore. |
think it's theirs to prove they can generate nore
gross revenues, and they can return nore at the end
of the day than the other nodel. If they don't do
that, if this whole thing is just a conmpdity, then
the | ow cost provider should help

MR. HANNAH: Mre to reiterate -- John Hannah,
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Vi ce President/General Counsel, Magha Entertai nnent
Corporation, XpressBet. Just to reiterate the point
| nmade earlier -- because | think it's nore than just
the matter of the appropriate process and procedures
bei ng deci ded. Even under the process which
Hol | ywood Park and the T.0O. C. have chosen to foll ow,
the Interstate Horse Racing Act does require C. H R B.
approval of that specific agreenment. And ME.C. is
in favor of free enterprise. W're not saying to
pull the plug on T.V.G and Hol | ywood Park. W want
the account wagering to occur. W'd love for you to
do it through us as well

| throw this out to the conmi ssioner, it is
wi thin your purview to approve that contract subject
to it being anended to cover the three things as
mentioned. But also, as | nmentioned earlier, we
would Iike it to be anended so that the Oregon tax
and N.T.R A fee are not being borne by the
California industry. Wen | say California industry,

that is the tracks that are running live at the tine,
which are Northern California and the horsenen. The

horsemen may choose to have given up on that. | can
tell you Bay Meadows is not happy with the fact that
we have to bear half -- or what is close to half of

the cost of the Oregon tax and the N.T.R A paynent.

MR. LANDSBURG May | suggest that both T.V.G
and ME.C. submit to this board their hard proposals
on what they would like to see as justification for
the Bay Meadows and Gol den Gate problem And let the
Board review it prior to the next neeting, and nmake a
decl aration at the next neeting.

Is that satisfactory to you?

MR. H NDMAN: |In terns of the --

MR. LANDSBURG.  Conpl aint that Bay Meadows has
now | odged against the -- their fee being reduced by
contributions to Southern California state racing,
which is coming out of half of the N.T.R A noney,
the remai nder of the NNT.R A money and the Oregon
t ax.

MR, LICHT: John, | ask -- again ask you to
consider, so that we don't have to make any ot her
deci sion or even consi der any other decision, that
you enter into a separate agreenent or becone a
signatore to the existing agreenent and anend it to
include at least the three itenms that | suggested in
a manner that will be acceptable to this board. And
| personally can't see any reason not to do that.

Maybe you can tell ne why.

MR. HI NDMAN.  Again, we'll, you know, go back
and review. | know that two of themare very
relevant to the -- this issue. That being, you know,

Mark Wl son's comments at Del Mar |ast summer. And
al so, you know, the issue of putting a signature, a
third signature on the page.

But the other issue, | don't feel there is
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any significance to us or this issue or anything
el se. That would be the one --

MR. LANDSBURG. You can submit that in a paper
for this board to review. Wuld you submt your
opinions -- do it in a paper to this board that
requests that it not be taken into account --

MR. H NDMAN: Yes.

MR. LANDSBURG -- then this board will be able
to have a paper in front of them presenting your
point of view. | can trust ME.C., who has already
presented part of it. W wll reviewit as a board
in our next meeting.

MR LICHT: W're going to consider the letter
agreenent valid for the purpose of continuing on with
the AAD.W until our next neeting, at which tine
we'll review anended letters between T.V.G and
T.0O.C. and Hol | ywood Park.

MR, LANDSBURG | think that's the only way we
can present it conpletely to our board.

MR. HARRI'S: | understand the nmarket access fee.

It sort of is inmmterial what goes to NNT.R A and
goes to Oregon. It's really the six and quarter
percent that is coming out of -- or divided. | think
the whole issue there, if they can, in fact, increase
handl e where the percentage m ght be |less, but the
total dollars per day are nore. There are so many
figures that interact.

MR. LANDSBURG. There are figures that interact
The statutory limt is what we can take out. Under
the statutory limt, there is now whose noney will be
used to pay for an agreenent that T.V.G has with
Oregon; that T.V.G has in with NT.R A It has no
beari ng on what we do here in California.

MR, HARRIS: |I'mnot clear on the statutory
limt.

Are they above the statutory linmt if they
go six and a quarter?

MR. LANDSBURG. Wthin that statutory limt
there is 50 percent -- | think .50 and 1. -- about a
point and a half is all | can recall. That will go
to pay their Oregon tax. And it is going to pay --
and that beconmes significant, John, when you start to
| ook at the figures --

MR. HARRIS: | appreciate that. Wat | can't
remenber is what the law -- what the statutory limt
was.

MR. LANDSBURG. Six and a hal f percent

MR HARRIS: | would like to get it as |low as we

can. | think as far as the Board's purview, we
couldn't go beyond the statutory limt.

MR, LANDSBURG It's within that statutory
limt. That's what we're discussing. It's within
that statutory linit in the way in which that noney
i s divided.

MR. HARRIS: If the owners and the provider
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negoti ate something, |I'mnot clear what our standing
is to question it.

MR. LANDSBURG. The question is raised by
Bay Meadows and Gol den Gate, who are being taxed by
it. Their share of the market access fee is taxed by
t hat percentage.

MR. LICHT: | think the lawis witten as such
that we have conplete regul atory quandary, | guess
woul d be the word to use, to regulate in any way we
deemin the best interest of the public and horse
raci ng i ndustry.

MR. HANNAH: Plus the Interstate Horse Racing
Act requires that you approve that agreenent.

My apologies. | have to run to catch a
flight. So | have to |l eave now. |'ve got a neeting
in Toronto in the norning. |I'mtoo old to catch the

redeye.

I want to say that Chairman Landsburg's
suggestion as to the subnission of the letters on
this point is acceptable to ME.C

MR. HALPERN: Ed Hal pern, California Trainers.

Just two quick points. M. Chairman, regarding
Conmmi ssi oner Licht's question of the letter

guar anteei ng no reduction in purse noney, we did
receive fromT.V.G right about the tine of their
approval -- the approval of their contract, we

recei ved another letter fromthem again, reiterating
their promses as far as purses. W didn't

di stribute that because, understandably, but
unfortunately, it was filled with nore disclainers
than prom ses. And | would hope that the Board --
that the letter they now present to the Board will be
absent all those disclainers.

The second point, and | raise this nerely
because | don't want soneone to cone back at sone
poi nt and say, "Wy wasn't this mentioned before?"
And hopefully by raising it, | hope we're not waiving
our rights, but the Interstate Horse Raci ng Act
defines horsemen as both owners and trainers.

Because of the unique setup in California, no
approval has been reached for -- obtained from
trainers. So I'mnot sure that conpliance with the
Interstate Horse Racing Act is in effect. But we're
not waiving that conplaint. And we just have sone
ot her things on our plate at the nonment.

MR. LI EBAU: Jack Liebau, Magna Entertai nment.
I"d like to digress for a mnute and not talk in a
| egalistic manner as to what our problemis. | do
think that the Board as a whol e shoul d consi der

whet her our process might be flawed. And I'd like to
give you an exanple. First, | would like to have a
di sclaimer that | have the utnost respect for

Dr. Alred, Rick Hanson and the owners of the quarter
horse. They sort of enter into what I'mgoing to
say.
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VWen T.V.G was licensed, it was |icensed
by the quarter horsemen. Now, under the advance
deposit wagering |law, what's bet on the
t hor oughbreds, goes to the thoroughbreds. What's bet
on the quarters, goes to the quarters. And what's
bet on the Harness, goes to the Harness.

I have to raise the issue, and there m ght
be a flawin the law, which probably is as nmuch ny
responsi bility as anybody el se. Does it make any
sense for the quarter horse owners to deterni ne what
the market access fee was fromthe point of |icensing
to when Hol | ywood opens as far as market access fee
that's payable by T.V.G to Santa Anita, Bay Meadows
or Golden Gate? | don't think it does. But |I'm not
too sure that isn't permtted under the |law. But
since you're considering the process that we're going
t hrough, and whet her that should be corrected or not.

Agai n, we have the quarter horse horsenen
determ ning what the market access fee is paid to
t hor oughbred tracks on thoroughbred wagers. To ne,
frankly, that doesn't nmake sense. But, you know, |'m
hungry, and I'mgoing to sit down. Thank you.

MR. LICHT: To ne it would make sense if we
proceeded on the basis that we set up another
Pari-mutuel Committee neeting the day before the
Board nmeeting. Ten days prior to that neeting we get
copi es of that narket access fee, sort of petition
regardi ng everybody's feelings about it or position
And al so sonme sort of revised agreement that -- as
M. Van deKanp has suggested, a three party agreenent
in the sane formas the current agreenent, but adding
some ot her issues that concerned ne, anong others.
That we have that ten days before that Pari-nmutuel
Committee neeting where they will neet and | ook at it
and report on it to the Board.

MR. LANDSBURG. As far as |'mconcerned, I'm

willing to sacrifice the time for another Pari-nutue
Committee neeting. | think it's a wise way to go.
I f anyone has nore conment on it, I'd be glad to
entertain it.

MR. VAN DEKAMP: |1'd like to pick up on
M. Liebau's last coment. In our agreenent with

Hol | ywood Park, assented to by T.V.G, states this

di sagreenent is subject to the understanding with
respect to all thoroughbred raci ng supersedes

T.V.G 's present agreenent with Los Al amitos
effective April 24. We agree with M. Liebau. It is
one of the things that in the rush of the nonent when
we all went through the original |icensing, they got
up and we thought we would deal with this in

connection with this nmeeting on a going forward
basis. | think we dealt with that.

MR. LANDSBURG. |Is there nore discussion? |
know we' re wearing everybody down, and it's coning
close to lunch. W have reached certain concl usions.
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M. Licht has nmade a certain proposal, which is
fairly long, in essence.

I's there anyone who has heard M. Licht's
proposal who is in disagreenment with its process?

MR, HI NDMAN. May | ask one nobre question?

MR, LANDSBURG | didn't see you.

MR, HI NDMAN. | want to ask one question. The
information -- | understand the contract that -- with
M. Van deKanp and the T.0O C. between Hol | ywood Park
and T.O.C., that process. |'munclear on the purpose
or the neaning of the other docunent that is being
di scussed.

MR, LANDSBURG. You have a point of view,
apparently, that differs fromthe point of view of
Bay Meadows' nanagenent and Gol den Gate nmnagenent - -

MR. H NDMAN: On that --

MR. LANDSBURG -- on that point, I'm asking
for a paper from both you and Bay Meadows - -

MR, HINDMAN: On that point. | just wanted --

MR. LANDSBURG -- on that point, so that the

Board can consider both argunents and have rel evant
i nformati on about both --
MR. HINDMAN: | wanted clarification so | can

gi ve you what you want.

MR. LICHT: | think if T.OC wanted to file a
friend of the court brief or sonething, would be
good, too.

MR. LANDSBURG. We wel cone briefs fromothers
because that's our process and our role.

Is there anything else? 1In that case, the
Board will move forward on M. -- Commi ssioner
Licht's recomendati on that we have a Pari - nmutuel
Committee neeting one day prior. And papers in hand
ten days prior to that have been requested,
agreenents and such. | don't want to be vague. It
isinthe mnutes. |It's on the record what
Commi ssi oner Licht has requested.

We are now finished with -- unless there is
further discussion, we are now finished with T.V.G's
i mpl enentati on of advance deposit wagering. W stil
have one nore group to be heard from which is
YouBet. Presently, | amdone. | need to recuse from
that party. Vice Chairman Licht will take it over.

MR, LICHT: Joe, you waited patiently here.

First of all, | think it's a fantastic addition what
YouBet has done with -- | found out for nyself the
default fromthe Hol |l ywood Park web site to the video
to the YouBet web site. That's got to be great for
busi ness. | assune you probably had record nunbers
yest erday.

MR. HASSON: Joe Hasson with YouBet.com

MR, MARSHALL: David Marshall, YouBet.com

MR. CHAMPI ON:  Charl es Chanpi on YouBet.com

MR. MARSHALL: In light of the |ate hour, we
will be brief as possible, answer any questions you
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m ght have. | wanted to take the opportunity to

i ntroduce our new president and chief operating

of ficer, Chuck Chanpion. | think you'll be seeing a
ot nore of him He comes out of the newspaper

i ndustry and running the operations for sone very

| arge organi zations, and we're very happy to have him
working with us. And | think we're making
significant progress in inproving our operations,

i ncl udi ng our marketing operations.

Wth that, 1'll turn this over to Joe, and
he'll go over sonme of the nunbers you' ve asked for
MR. HASSON: To be brief, I'"mgoing to go over

our handle for the first two nonths of operation from
the end of February through April 21st. Qur tota
handl e is $1,605,730. O that, the handl e wagered on
in-state tracks was $260,858. And the amount of
handl e wagered on out-of-state tracks was $1, 344, 872.
Yesterday, M. Licht, you asked for sone

i nformati on on the breakdown on wagers from
California residents on California tracks, California
residents on out-of-state tracks and out-of-state
resi dents wagering on California tracks.

MR, LICHT: It's cone up with the Board what
we're nost interested in is the bottomline of what

percent -- not dollarwi se, what percentage goes to
the horsenen and to the tracks.

MR, HASSON: We've prepared a conpl ete breakout
of that. We would like to provide that detail to the
Board. We have to go through a security exchange
comm ssion requirenment for fair disclosure. W have
to do sone public disclosures first, and they wll
provi de very detail ed breakdown for the Board. But
what we can do today is provide you sone figures
based on the additional noney that goes to the
horsenen's purses, and that will be --

MR. LI CHT: Dol | ars or percentage?

MR, HASSON: Well, we're going to use the
exanple if a customer wagers $100 on a race, how nuch
goes to the horsenen's purse in dollars?

MR, HARRIS: Are your percentages the sane as
T.V.G that you tag on to thenf

MR, HASSON: Well, we operate under two
di fferent agreenments. We have an agreenent with
T.O0.C., direct agreenent, YouBet.comand T.O.C. And
we al so operate under as a sublicensee with T.V.G
So | think our numbers might be sonewhat different.

MR. HARRIS: If you go back to the horsemen's
agreenent -- it is frustrating that we don't get
t hese agreenents.

Does the Board have an agreenent that shows
their agreenent between T.0O. C. and YouBet and
Hol | ywood Par k?

MR, WOOD: We have the agreenents between -- not
between -- which one did you ask me for?
MR. HARRI S: Between YouBet, Hollywdod Park and
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T.0.C., do we have a signed --

MR. WOOD: The agreenents between T.0O C. and
XpressBet. And M. Van deKamp delivered yesterday
the agreenent with Hol |l ywood ParKk.

MR. VAN DEKAMP: In this instance, there had
been an agreenent reached that has just been
accurately described by M. Hasson. | faxed over to
M. Baedeker the other day, | think | even read it
over to himover the tel ephone, requires signature
fromhimto be filed with the Board.

What it includes is a cover page,
basically, describing the two agreenments that we have
and copies of both of those agreenents. One is the
T.V.G agreenent and the other one is the origina
agreenent with them when on non-T.V.G track. W
need to file that with you today. And | apologize it
has not been done. | realized a few mnutes ago.

MR, HASSON: We provided copies of the agreenent
to staff, CH R B. Staff, yesterday nmorning. So
M . Reagan has a copy of it.

MR. WOOD: We did have that from you yesterday.

MR, HASSON: So I'm going to proceed here.

If a California resident places a $100
wager on Hol | ywood Park, and we're going to assune
20 percent takeout, approximately $6.10 will go to

the horsenmen's purses. The California resident
wagers on out-of-state track that we have under
contract with T.V.G, approximately $4.35 will go to
California horsenmen's purses. |If a California

resi dent wagers $100 on an out-of-state track that's
not under a T.V.G contract, approximately $4.98 is
going into the horsenen's purses.

MR, LICHT: How nuch would go to Hol | ywood Park?

MR, HASSON: It's approximately the sane anopunt.

MR. LICHT: So about $12, $13 dollars?

MR. HASSON: Yeah. There's about a .25 issue
with the NT.R A fee.

MR. HARRI S: Exclusive of the NT.R A and
Oregon, what is the hub fee?

MR, MARSHALL: In relationship -- majority of
our relationship with the T.V.G, our hub fee
parallels T.V.G in terns of how we get our content.
And 100 percent of the fees that would go through us
go to T.V.G So either the hub fee -- the answer is
either the hub fee is identical to T.V.G's, or if
you' re asking what is our net to YouBet.com our net
is very close to insignificant or zero in ternms of
t he wagers placed through us on T.V.G tracks.

MR, HARRI S: How do you operate?

MR, MARSHALL: Good question. And | hope to
have an answer for that soon.

I would just state it's a relationship that
was put in place prior to nmy return to the conpany

30 days ago. We are hopeful that in the bl ended
perspective in California, we'll be able to make sone
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type of margins so we can continue operating in
California effectively.

MR. LI CHT: Did you have an enornmous anount of
si gnups yest erday?

MR. HASSON: We had trenendous vol unes
yesterday, and it is continuing into today.

MR, LICHT: Do you have that arrangenent where
you default fromthe track's web site to the
audi o/ video to other tracks?

MR, HASSON: |I'mnot quite sure what you're
referring to.

MR. LICHT: | did go to Hollywood Park web site
yesterday. | put it on audio/video. Instead of
getting Real Player or Mcrosoft, whatever the video
carrier is called, I went right to YouBet.

MR. HASSON: Yeah. We have different
arrangenents with different associations.

MR. HARRI'S: Are you the exclusive provider of
video from Hol | ywood Park, or is Hollywod Park al so

doi ng that?

MR. HASSON: The itemyou're referring to is the
agreenment we have with Churchill Downs, marketing
agreement .

MR, LICHT: | think that would be great.

MR, HARRIS: So you can do that -- | got a

conpl aint that people couldn't get a video from

Hol | ywood Park unl ess they were a YouBet nenber.

MR. LICHT: You don't have to have noney in your
account .

MR. HARRIS: That's fine with ne. That's a
relationship -- to get the video, you go to the
YouBet site?

MR. HASSON: That's correct.

MR, LICHT: O Hollywod Park. |If you go to
Hol | ywood Park bets, that defaults you to YouBet's
site.

MR. HASSON: For an out-of-state resident in a
non-T. V.G source market wagering on a non-T.V.G
track, for a $100 bet, approximtely $3.81 goes to
horsenen' s purses.

For an out-of-state custonmer wagering from
a T.V.G source market, approximately $2 of a $100
bet woul d go horsenen's purses. Both out-of-state
arrangenents, YouBet and T.V.G are paying source
market fees to the local tracks, as we are doing in
the state of California for wagers going the other
direction, which we believe is very beneficial to the
i ndustry as a whol e throughout the country.

Any questions?

MR, LICHT: You're going to |let us know how you
are going to make noney? Thank you.

MR. LANDSBURG. Brings us to the report of the
Pari-mutuel Operations Conmittee.

MR, LICHT: | think 99 percent has al ready been

dealt with, luckily for all of you.
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The only other thing that was a mgjor issue
besides the issues with T.V.G was rebates. As you

can tell, when the fairs -- and those two fairs
applied, Pleasanton and Stockton, | really believe
it's a major problem Hollywod Park stated that
19 million dollars last year fromtheir handl e cane

fromthis one place called R G S., that's a known
rebate facility. And Hollywood Park and Churchil
are taking the lead. |In fact, Churchill, has a
person, a full-tinme enpl oyee whose whol e
responsibility is to | ook for these rebate shops and
attenpt to deal with it.

There were other suggestions that were
made. | think it was Craig Fravel from Del Mar that
the industry as a whole needs to get together and
shut these places down; otherwi se, no track wants to
lead with their chin and be the guinea pig to
elimnate themand |l ose all the handle to another
track. In other words, if Hollywod Park shuts down
t hese pl aces, maybe Hol |l ywood Park will |ose all that
and people will start betting in New York or Chicago
or sonet hi ng.

It's sonething that we're very nuch on top
of and spending a lot of tinme on.

MR. LANDSBURG. We had brought up during the
Pari-mutuel Committee neeting al so the question of
propriety and necessity of a continuing donation to

N.T.R. A. of what has been in the past four years nore
than seven mllion dollars of our funds going to
N.T.R A to support its marketing effort.

Wth all due respect, M. Van deKanp, this
nmeeti ng has gone on, and | would like to, with your
perm ssion, carry over any further discussion on
N.T.R A until the next nmeeting. Thank you. That
concl udes the Pari-mutuel Conmittee report.

We now have a report fromthe Benevol ent
Programs, Chairman Sheryl G anzell a.

MS. GRANZELLA: W' ve already di scussed our
comrittee neeting with the passage of Rule 28.
There's nothing nore to report on that.

MR. LANDSBURG. There's nothing further to
report fromthat based on Article 28.

Is there any nore di scussion, business that
we have to take up, please, in terms of old business.

MR. LICHT: Two quick things. One, | think it's
i rportant that the public knows that the Board is
wel | aware of what happened in the first race here at
Hol | ywood Park where a horse was bent down two to

five on the last flash. | wouldn't use the term
investigation. W are investigating it quite
dramatically, and we'll try to figure out what
happened and nake sure that everything is on the up
and up.

MR. LANDSBURG. We have a hangi ng decision to
make concerning the manner in which Hol |l ywood Park
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opened its neet with a tote board that didn't work

But we will discuss that, | believe, at our next
meeting. It's not an urgent matter.
M. Wood.
MR, WOOD: Maybe we can discuss it. W just
have to see what the process -- preview, as M. Bl ake

di scussed, maybe in another state of the adjudication
and anot her di scussion.

MR. LANDSBURG. Any further old business? Any
further new busi ness?

MR. MORET: Good afternoon, Comr ssioners. M
name is Viron Moret. I'mwth the S.E.1.U., Loca
1877. | cone before you today because we are having
some serious problens with the subcontractor that is
currently providing janitorial services here at
Hol | ywood Park racetrack. Since approxi mately
February of 1998, | believe that we have cone before
the CH R B. to discuss sone of the issues that we
have been having with this particul ar conpany.

We have accounting practices that have been

called in to question, payroll issues wth dues,
i ssues with health and welfare benefits. And it's
been continuing for a long, long tine. | nean, it's

gotten to a point where we filed nunmerous grievances.

We' ve been to arbitration on several occasions. And

we successfully won those arbitrations. W have had

probl enms with them paying those arbitration awards.
We have cone before Hol |l ywood Park

managenment and asked them to pl ease have the conpany
sit down with us and di scuss what sonme of these

i ssues are, how we can resolve them As recently as
April 12 and April 17, we had questions in regards to
the child support paynments that are being deducted on
behal f of the enployees of this conpany, and the fact
the district attorney has submitted to us sone
docunents saying that sonme child support have been
coming up late. So, therefore, enployees have been
havi ng problens with their T.R W reports and/or
trying to get a license renewal because their

I i censes have been suspended.

So we have been having tons of problens
with this New World Conpany. They won't come and sit
with us. If we file grievances, there have been
i ssues where they will retaliate against the enpl oyee
by placing themon different schedules or different
shifts. Asking themto retract or take back their
grievance so it can be resolved. So these are things
t hat have been out of hand. |It's been going on since
about February of 1998.

Several occasions we've been out front
pi cketing. W' ve picketed out in front of the main

gate several occasions. It gets to a point where no
one is listening to what we're saying. W don't know
what else to do. If we have to continue to 40, 50,

60, 80 people here and meke a big ruckus on this
facility just to get this conpany to abide by the
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terms and conditions of a collective bargaining
agreement, they won't do it.

Hol | ywood Park intervened on severa
occasi ons and forced themto wite a check -- | think
it was |last year, it mght be a matter of record.
They wote a check for about $48,000 after the
C.H R B. questioned why they weren't subnitting
pensi on contributions on behalf of the nmenbership
We don't understand what's going on

VWhay is it that they' ve just been having
this -- just, basically, they won't even be charged
with anything. No one wants to call them
account abl e.

MR, HARRIS: One of the problens, | presune, is

t hat somehow because it's a racetrack, you're not
under the National Labor Relations Act.

MR, MORET: That's correct. If we were able to
do that and file charges with the N.L.R A. for unfair
| abor charges or whatnot -- we don't have that

protection. W have to conme to you guys and say,
"Somebody here has got to hear what our conplaints
are." And although we appreciate you intervening in
some of the instances in what we have come before you
with, it continues. |It's not something like it
stopped. They said, "Okay. W got in trouble.

We'll wite a check for 48,000 because we subnitted
pension” -- "or we didn't do it on a tinmely basis."
They' Il do it again.

Any change or noneys or any type of funds,
they'll continue to keep doing it. And right now
we're going through, like | said, a problemwth just
child support. \Whether or not it's the District
Attorney making the problem or whatnot. Wen the
District Attorney wites a letter saying the enployer
is submitting the paynent |late, therefore, we wl
take in account that your credit has been damaged,
but we'll wite a letter on your behalf that wll
clear it up. The enployer is submtting the paynent,
but they're deducting the noney on tine. So why are
they submitting it late? W have asked them again,
"Can you please give us a total account of everyone
that you have deducted child support paynent for?
When you deducted the noney? How rmuch you submitted?
VWhat's the current status of that?"

That was two weeks ago. We were told on
the 12th that we'll do it on the 17th. W' Il have
sone information to hold you over. The 17th canme and
went. New World Services did not show their face.

They had an administrative secretary by the
name of Gwen Stevenson show up and provide nme a
letter just recently as last week in reference to
t hem denyi ng every grievance that was subnitted to
them as well as taking one of the gentlenen that
was -- has an arbitration proceeding, should be
schedul ed very soon, took himoff a schedule, because
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he filed a grievance, and put himon another

schedule. We know that's retaliation regardl ess of
what she said that he maybe needed a change in
schedul e. She's retaliating against sonebody because
he's filed a grievance that's going to arbitration
We're up to here with it.

New Worl d Services, we're opposed to any
renewal of licensing. |If they get a license, we're
going to continue to keep picketing and continue to
come out unless we sit down with M. Sohn (phonetic)
or whoever the owner of that conmpany is, and he tells
his supervisors to quit harassing the workers. Tells
his people to abide by the terns and conditions of
the coll ective bargaining agreenent that is still in
effect until April 2003, or we're not going to have
any | abor peace out here. That's not what we're here
for.

MR. SPERRY: Hol |l ywood Park intervened on your
behal f?

MR. MORET: On several occasions we have had
Hol | ywood Park conme in and sit down with us. |[|'ve
had M. Richard Hughes from California Federation of
Racing to cone in and assist us. But we never have
someone from New World Services that is actually
capabl e of nmmking decisions. W have an
admi nistrative secretary, who -- | don't know why
she's nmaking the decisions. W know behind cl osed
doors, she's telling themwhat to do. The decisions
that are being made don't neke sense to us. People

getting fired. People getting switched on shifts.
You got people sneaking in fromthe back door at
wor K.

We are constantly filing grievances. | can
probably provide at least, | would say, between 50
and 70 individual grievances | have filed personally.
That's a crazy anount of grievances to file over a
four-year period of tine with a subcontractor that we
have conti nuously conme before the enpl oyer --
Hol | ywood Park and C.H R B. and said sonething is
wrong with these people. They promise to work with
us. And they don't show up

MR WOOD: M. Mnani, would you like to give
the Board nenbers an overview of the |ast three years
what our interaction has been fromthe California
horse raci ng board, what you have been involved in
with New World and with Hol | ywood ParKk.

MR MNAM: M nane is Roy Mnam, Horse Racing
Board Staff. M. Mret is pretty accurate. They
have had ongoi ng | abor problens with New World
Servi ces which provides janitorial services for
Hol | ywood Park since '98, probably four or five years
ago. |'ve been involved in neetings with M. Moret
as well as Yule (phonetic) Watt of Hollywod Park
trying to resolve sone of the problens.

Certainly, I'mnot going to represent
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nmysel f a problem solver. But at sonme point on behal f
of the Board, | was able to facilitate sone of the

resol utions, sonme of the problens. One of which

M. Morret referred to was a pension. The New World
Servi ces was behind and delinquent on their pension
fund contributions. | was able to work with Yule
Watt, M. Mret and the New World Services in order
to get them caught up, which they were caught up. It
was after some proddi ng by us.

New Worl d Services is, by rule, required to
be approved as a contractor w th Hol |l ywood Park
They are up for approval in April. Since |ast nonth,
| have withheld recommendi ng approval for New World
Services. M. Mret and | have communicated. He's
communicated to ne sone of the problens that are now
occurring, which he's just delineated for you. And
have asked for himto provide ne with sone additiona
information so that | can conduct a review of the
situation as well as neet with M. Hughes and
Hol | ywood Park as to the status of New World
Servi ces.

And | will attenpt to try to neet with the
managenment of New World Services. | have at one tine
in the past. | believe to a certain extent there
m ght be sone cultural differences here. And |'ve
deliberately tried to stay out of some of the
col l ective bargaining issues, such as the grievances.
| didn't feel at the tinme that the Board had any
jurisdiction getting -- inserting itself into the
col l ective bargai ning process, which was the

gri evance process they were going through

What | did was pretty nmuch Iinmt nyself to
the continued funding of their pension fund, to nake
sure that their dues were kept up, sone of those
other things that are peripheral to the actua
col l ective bargai ni ng agreenent.

At this point, though, because New Worl d
Services is up for approval, I've talked to
M. Mret. And | did ask himto give ne copies of
the grievances that they filed. Not that |'m going
to get involved in the actual adjudication of those
grievances, for ny information to recommend to the
Board as what is the situation. | wanted to see what
the nature of some of those grievances were, how they
were handled. And if | may, probably end up doing
subt | e di pl omacy between the union and New Wrl d
Servi ce and Hol | ywood Par k.

| spoke to M. Hughes. And I'mgoing to
try to facilitate sone kind of resolution on this
before we approve New Worl d Servi ces.

MR. LANDSBURG. You don't -- your reconmendation
to the Board at this nonment is that we do not approve
a new license for -- or is it up to the Board to

approve the license?
MR. MNAM: Right now New World Services is not
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required to be licensed, but they are required to be
approved by the Board. Because it doesn't require a
licensure, the staff -- adm nistratively, the staff

has been approving them

But this was -- this year about severa
weeks ago, M. Mbret contacted the Board and
i ndicated that he had some nore serious problens. At
that point | withheld any kind of approval of
New Worl d Services until |1'mable to get together
with Local 1877, New World Services and
Hol | ywood Par k.

MR. LANDSBURG You expect that in the next
fortnight, two weeks, that you will be able to do
t hat ?

MR M NAM: Yes.

MR, LANDSBURG So we're | ooking at a two week
bri dge here before we get a full report and whet her
or not you believe approval is warranted.

MR M NAM: Yes.

MR. LANDSBURG. M. Moret, | don't know that we
can give you nore than that at this nonent under al
of our legal obligations. W are synpathetic to your
problem and quite frankly, there's no one better
than Roy M nanm to be handling this. W thank you.
We hope we have given you the breathing roomyou
need. Thank you.

Any ot her conment ?

MR. SPERRY: Just on that issue, | would think
t hat Hol | ywood Park would want to take an active part
intrying to resolve the problemunless they want to
continue to have denpnstrations such as they had this

norning. | think that's not in the best interest of
horse racing; that they don't get involved in trying
to resolve the problens.

MR. BAEDEKER: | believe it's true to say that
we have al ways responded to the union's request to
sit down and discuss these issues. Many are
obj ective issues, many are subjective. And we
appreciate the involvenent of the Board. And it's
healthy to have a third party | ook at these issues.
And we agree with you. We don't want picketers.

Nobody does. |'msorry that we have to air this in
front of the custoners. But we'll get this resolved.
MR, WOOD: | like to respectfully request,

M . Baedeker, that you do hel p us because it's been
al nrost three years since we've been involved in

di scussions with the union. And M. Mnam spent a
ot of tinme on this. | request that you do
everything you can to help us and not have to conme so
deeply involved in this.

MR. BAEDEKER: | do | ook forward to the
opportunity to display -- to showto the Board -- as
a matter of fact, | believe we have done everything
we can over that period of tinme. | think that we

have resolved -- we've put ourselves in the position
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of mddle man to resolve many of these probl ens,
particularly the ones related to health and wel fare
and retirement and so forth. | think many of these
problens are fixed. So we |ook forward to that.

MR. LANDSBURG  Any ot her coment? Pl ease nmke
it quick.

MR, FLEISHMAN: |'Il make it quick. This is on
a different subject.

M. Chairman, nmy nane is Steve Fl ei shrman.
|'ve been horse player for about 40 years. | have
two points I want to bring up to the Board that |
think that it should take some urgency when the tine
permts.

First is on the medication C enbuterol
which | now believe is a 72-hour nedication that can
be adm nistered to a horse. W would like to have
the Bute, Bin the running line omtted and have C
put in for all horses that are entered that have been
treated with Cl enmbuterol nedication 72 hours before.

MR. HARRI'S: Just a point of clarification.
VWhat we have is not a time barrier on Clenmbutero
treatment. It's a test threshold level, which is
five manograns, which the science seens to show that
woul d be about a four day out. But it's not --
definitely not a 72-hour rule on the buterol

MR. FLEI SHMAN: | thought it was. | wasn't
100 percent sure. But if possible, could the Bute
line be elimnated in horses treated on buterol then
so stated bel ow where the Bute |ine was.

MR HARRIS: Well, the problem-- | don't know
if we want to discuss it today. The problem would be
how you differentiate between the horse that was

treated ten days out or 30 days out or what.

MR. LICHT: You can say any tine since the |ast
start. | think that's sonething we can take up at
t he next Pari-nutuel neeting. | happen to agree with
M . Fl ei shman's position

MR, FLEI SHMAN: Second thing | want to bring up
is on geldings. Now, California does the best job of
any state that |I've seen as far as sinulcasting and
announcers in letting people know that a horse has

been gel ded. On occasion a horse will conme out in
the 7th, 8th or 9th race and the announcer w |l say,
"This horse is a new gelding." W want that horse

scratched if it's after the pick six has started.
Aut omatic scratch.

MR, LICHT: | think we can bring it up to the --
at the Pari-mutuel neeting when we have those itens
on the agenda.

MR. FLEI SHVAN: No other state does a job Iike
California as far as announci ng when a horse has been
gel ded. New York is horrible. Kentucky's terrible.
Illinois is terrible. Florida doesn't exist.
Loui si ana doesn't exist.

MR. LANDSBURG. What you're in effect saying is
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that if it's announced that the --
MR. FLEI SHVAN: At the start of the day before

the first pick six race, fine. |If it's a l|late one,
the horse is automatically out.
MR. LANDSBURG. | think we have to |look at it at

Pari -mutuel Committee.

MR. FLEI SHVAN: It gives California nore
integrity.

MR, HARRI S: Clenbuterol should be |ooked at by
the drug cormmittee. One thing, though, on both --
precedent of Lasix and Bute were that they were --
coul d enhance performance. And that was the reason
they were listed. C enbuterol does not show that it
enhances performance at all

MR. FLEI SHVAN: Last year you had Ten West
(phonetic), 12 positives, six nonths suspension,
fine. Owners lost all their purse nobney.

MR. LANDSBURG. We corrected that to sone
extent.

MR. FLEI SHMAN:  You had a threshol d.

MR, LANDSBURG. And that threshold really is,
rarely, but it is violated. And we do take a stance.

MR, WOOD: It is an issue that we are | ooking
at. And to discuss it probably is nore appropriate
for the nedication commttee neeting. However, the
scratching of the geldings after the six or seven
races, can be discussed with the Pari-nutue
Conmittee next nonth. W do have your e-mail. And
we are reviewing the assets of it and we'll discuss
it. Thank you.

MR. LANDSBURG  Thank you.

MR, AMATO  Good afternoon. My nane is

Elio Amato. | represent the owners and trainers at
Fairplex. |'ve seen you all before. Nice to see you
agai n.

Last tinme we spoke was in regards to the
funding to Fairplex for a year-round training.
have nmentioned that we would try to police ourselves
in regards to trying to bring up the nunber of
starts. And |'m happy to say from Septenber --
Decenber 26 to April 21st, our starts are 3.08 per
day versus San Luis Rey who has had about 2.

Anot her thing that we would like to address
is we've been kept in the dark in regarding the live
racing this year at Ponona. We tried to ask people
at -- you know M. Enwood and M. Cedar at Ponpna
It seens to be a closed door issue. W understand
they can't do anything without the C H R B. giving
them t he bl essi ngs.

Can you enlighten us on this. W have a
| ot of owners and trainers that are either becom ng
di scour aged - -

MR. LANDSBURG. May | break in? The Board has
full authority over any change that m ght be
forthcom ng. And it nust be discussed, and it nust
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be in open neeting. So at this nonent, we have no
information to give to you. The noment we do, it
will be out in public nmeeting. It will not be kept
in this board behind cl osed doors.

MR, FLEI SHVAN: |'m not tal ki ng about your
cl osed doors. |I'mtalking about Ponmpna's cl osed

doors. They're not letting us know --

MR. LANDSBURG. We don't engage in that business
before it comes before us. You're bringing a
guestion before us that we can't answer. It hasn't
been brought to us.

MR, FLEI SHMAN: So Fairpl ex has not brought this
to your attention?

MR. LANDSBURG. That's correct.

MR, FLEI SHVAN: At this time, just speculating,
if they were bring it to your attention tonorrow --

MR. LANDSBURG | can't even begin that process.
I can't begin that process. It's not a question we
coul d even begin to think about an answer for

MR. FLEI SHVAN:  We have no way to know --

MR, LANDSBURG. Ri ght now you're on an equa
footing in terns of stabling with San Luis Rey. |'m
tal ki ng about the two points that he brought up; one,
equal footing on stabling fund. And as far as what
the future of Fairplex or Ponmobna is, when we have

information, it will be made public.
MR, LICHT: In the horse racing rules -- in the
horse racing law, | should say, pronotion of the

fairs is one of our mandates. So that would be
consi der ed.

MR. FLEI SHMAN: There's a lot of -- all the
peopl e there have no i dea whether we are going to be
running this year at the fair or not. And |I'm
t hi nki ng how many people are we going to continue to

| ose before we find out whether or not we are going
to have live neet? Is it fair to the fans? 1Is it
fair to us?

MR, HARRI'S: This year's dates have been done.
I don't think they can be undone.

MR, FLEI SHVAN. That's the answer I'mtrying to
get. They're giving us the inpression, including in

the paper, that they are still in negotiations with
Santa Anita and there is still a very good
possibility that we will not be racing at Ponpna.
VWhat we would like to knowis are we --

MR. LANDSBURG. | can't put it nore clearly, we

cannot give you any answer because we don't have any
new i nformati on except what we ruled on, which is
that there are race dates for Fairplex.

MR. FLEI SHMAN: W do have race dates for
Fai r pl ex?

MR. LANDSBURG That was -- went into effect
| ast Decenber or Novenber.

MR. BLAKE: Race dates for this year have
al ready been all ocat ed.
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MR. FLEI SHVAN:. We are racing at Fairplex or
not ?

MR. BLAKE: |f anybody were to apply for a
change, it would beconme public matter for the Board.
But there's no such application.

MR, HARRIS: If you look at that, obviously, you
woul d have to take into consideration a total

picture. It wouldn't be just a matter of soneone
selling their dates. The Board would have to | ook at
the total benefit to the horse racing and the public.

MR. LANDSBURG. Thank you. | believe this is
the end of our public session. The Board neeting --
without -- we'll have no executive session and wl |

now be concl uded.
(Meeting concluded at 1: 00 p.m)



